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New York, December, 1923 


The Spirit of Christmas 


\XHE spirit of Christmas—the spirit which leads to the 
giving of gifts, to the home-coming of dear ones, to 


the reminiscent mood as we sit by the hearth after 


the joyful confusion has subsided and watch the 
embers slowly fade away—how the mighty surge of this spirit 


comes over us as Christmas time draws near! 


For the spirit of Christmas is the spirit of loving service, of 
joyful self-giving, of the denial of that which is sordid and selfish. 
With this spirit in our hearts we become charitable, sympathetic, 
helpful, forgiving. With it, as a continuing companion throughout 
the year, we find and emphasize the good about us, we inhibit the 
waste of selfish practices. The continuing spirit of Christmas 
purifies, ennobles, and, for all time, lifts us to new summits, to 


a better understanding of the verities of right living. 


We of the staff, men and women, wish for each of you, friends 
of ours and readers of THE PACE STUDENT, an overflowing 
abundance of the Christmas spirit——of the will to give of self 
and substance that will set aright this old world of ours, weary 
with burdens born of strife. A joyful] Christmas, a happy and 


productive New Year, to you all! 


No. 


Pace STUDENT 


1 


PACH STUDANT 


December 


The Federal Reserve System 


By Harold W. Osterhout, Head of Auditing Department, The National City Bank of 
New York, Member of Accounting Faculty, Pace Institute, New York 


OME. mention of the Federal Reserve System 
S appears daily in the newspapers, financial 

magazines, and even fiction magazines. A 
great majority of these articles are more or less 
technical in their nature and usually deal with 
some specific function of the Federal Reserve 
Bank. To the layman these articles are not 
always intelligible; in fact, the average man has 
too little cognizance of the real purpose of the 
Federal Reserve System. A brief explanation of 
why it was organized, how it operates, and the 
meaning to be gathered from the consolidated 
statement of condition published weekly, is pre- 
sented for his benefit. 


Reserve System Under the National Bank Act 


Prior to the organization of the Federal Reserve 
System, the National Bank Act alone was depended 
upon for the financial stability of the country. 
This can be better understood if we trace the 
relationship of the small country bank to its large 
city correspondent as it functioned under the 
National Bank Act. 


A bank is started in the same way that the 
ary business corporation is started, by a 
‘ibution in the form of capital stock and, 

usually, paid-in surplus. This investment fund, 
plus an amount equal to deposit liabilities, repre- 
sents the money that the bank has available to 
loan to its customers, less the amount necessary 
to meet its “till demands’”’ and to protect it from 
any unusual demand for cash. All of its funds 
are supposedly so invested (aside from banking 
house and equipment) that it can realize on its 
assets in cash within a reasonably short time. 
To insure that such a bank would at all times be 
able to meet unusual demands, it was required 
under the National Bank Act, to hold out of its 
liquid assets fifteen per cent. of deposits received 
from customers. This fund was known as lawful 
reserve; six per cent. was required to be held in 
cash, and the remaining nine per cent. was per- 
mitted to be on deposit with a Reserve City Bank. 
This reserve deposit was usually interest bearing 
and competition among the Reserve City Banks 
led them to offer the country banks opportunities 
of extra earnings in the way of collections, ex- 
changes, etc. ‘ 


The Reserve City Banks in turn were required 
to maintain cash reserves to the equivalent of 
twenty-five per cent. of their customers’ deposits, 
half of which was held in their vaults. The other 
half they were permitted to deposit in Central 
Reserve City Banks in New York, Chicago, and 
St. Louis. 
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The tendency to centralize, in this way, the 
financial strength of the country in the three 
Central Reserve Cities was the source of much 
discussion. These banks, after setting aside in 
their vaults a required cash reserve of twenty-five 
per cent. of customers’ deposits, placed the re- 
mainder of their available funds where they would 
produce the most income, usually in stock and 
commodity exchange loans. Other parts of the 
country, when in need of funds, were forced to 
bid against the high speculative rates prevailing. 
Thus the flow of money to the west to meet 
agricultural needs, and to the south in the cotton- 
planting season was greatly retarded. The money 
panics of 1893, 1903, and 1907 were the direct 
result of this condition. During those periods of 
general business revival more funds were required 
in the remote districts. Country banks appealed 
to the Reserve City Banks, and they attempted 
to borrow from the Central Reserve City Banks. 
These institutions had, however, disposed of their 
available funds and the twenty-five per cent. 
reserves were not sufficient to meet the sudden 
demands. 


Organization of the Federal Reserve System 


A method was sought which would provide a 
centralized control of the Central Reserve City 
Banks so that money could be transferred readily 
to the point of greatest need, as wel! as one which 
would provide a more equitable territorial distri- 
bution of banking facilities. This was attained 
when the Federal Reserve System was created by 
the passage of the Federal Reserve Act in 
December, 1913. The weaknesses which had 
become apparent, after fifty years of operation 
under the National Bank Act, were practically 
eliminated, and there was provided a control of 
credit through re-discounting and note issue, 
which, during the great war, met greater demands 
than had ever been experienced in this country. 


Working Organization of the Federal 
Reserve Banks 


The Federal Reserve System is composed of 
twelve co-ordinating banks, which are distributed 
throughout the United States ‘‘with due regard to 
the convenience and customary course of 
business”? in Boston, New York, Philadelphia, 
Cleveland, Richmond, Atlanta, Chicago, St. Louis, 
Minneapolis, Kansas City, Dallas, and San 
Francisco. All National Banks are required to 
become members of the Federal Reserve System, 
and State Banks are permitted to become member 
banks provided they meet the same requirements 


ee 
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as the National Banks. This includes subscription 
to the capital stock of the Federal Reserve Bank 
in their district, equaling six per cent. of the 
member bank’s capital stock and surplus. Three 
per cent. must be paid in at once, and the remainder 
is subject to call. 

Each Federal Reserve Bank is controlled by a 
loard of nine directors, three of whom are bankers, 
elected by the member banks; three of whom are 
lyusiness men, also elected by the member banks; 
zind the remaining three appointees of the Federal 
lReserve Board at Washington, D.C. One of the 
Jast is made chairman of the Board of Directors 
and ‘“‘Federal Reserve Agent.’ The Federal 
Reserve Agent must be a man of tested banking 
experience. He represents in his bank the Federal 
Reserve Board at Washington to whom he must 
report. 

The Federal Reserve Board at Washington is 
composed of eight members, six of whom are 
appointed by the President and confirmed by the 
Senate. The Secretary of the Treasury and the 
Comptroller of the Currency complete the Board. 
This Board supervises and controls the operations 
of the Federal Reserve Banks. ) 

Banks that are members of the Federal Reserve 
System are required to deposit reserves based on 
customers’ deposits with the Federal Reserve 
Banks as they did formerly with the Reserve City 
Banks. The amounts of these reserves have been 
reduced in the case of country banks from fifteen 
per cent. to seven per cent. for demand deposits, 
and three per cent. for time deposits; from twenty- 
five per cent. to ten and three per cent. in the case 
of the Reserve City Banks; and from twenty-five 
per cent. to thirteen and three per cent. in the case 
of the Central Reserve City Banks. The Federal 
Reserve Banks, in turn, are required to maintain 
reserves in gold or lawful currency equaling 
thirty-five per cent. of their deposits. They are 
also required to reserve in gold forty per cent. of 
the amount of Federal Reserve notes in actual 
circulation. 


Federal Reserve Notes 


Federal Reserve notes are issued to supplant 
the old National Bank notes, which are being 
gradually retired. The old National Bank notes 
were issued against deposits of government bonds 
having the circulation privilege. The weakness 
of this system of note issue had manifested itself 
in several money panics, and was due to the 
inelasticity of the bond secured notes. When the 
clemand for currency was greatest the supply was 
smallest and vice versa; this was due to the 
fluctuation in the price of bonds and the percentage 
cf profit that could be derived through the issue 
of bank notes as compared with investments of 
other kinds. In a period of business activity the 
price of bonds rose, and, the demand for money 
being greater, it was more profitable to loan funds 
than to pay the high price for bonds and issue 
1rotes. This caused a contraction in currency ata 
time when there was the greatest need for it. 
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This condition was remedied by the Federal 
Reserve Act, which created a system of note issue 
based on commercial paper and gold. That is, a 
member bank, when rediscounting its paper, could 
either take Federal Reserve Notes or a credit 
entry to its reserve account. The Federal Reserve 
Bank must, therefore, pledge forty per cent. gold 
and sixty per cent. paper with its Federal Reserve 
Agent against all notes it receives for issue. This 
affords a currency which expands and contracts 
in harmony with business conditions. 

In addition to Federal Reserve notes, there were 
also authorized Federal Reserve Bank notes issued 
in the same manner as National Bank notes against 
United States bonds. These bank notes were of 
little importance until the passage of the Pittman 
Act during the World War. This Act provided 
for the sales of silver held by the United States 
Government to Great Britain at a fixed price, and 
further authorized the purchase of silver from the 
producers in this country until the amount sold 
was gradually replaced. When the act was passed, 
silver certificates and silver dollars were withdrawn 
from circulation, and Federal Reserve Bank notes 
were issued in their place. When the silver was 
again replaced, these bank notes were retired, and 
the silver dollars and certificates again issued. 

The actual notes and bank notes are printed by 
authority of the Secretary of the Treasury, and 
bear the distinctive numbers of the several Federal 
Reserve Banks through which they are issued. 
When the notes are prepared, they are deposited 
with the United States Treasury or its agent nearest 
the place of business of each Federal Reserve Bank, 
and are held for the use of such bank, subject to 
the order of the Comptroller of the Currency. 


The Gold Settlement Fund 


Drafts and checks on out-of-town points turned 
over to the Federal Reserve Banks for collection 
and credit by member banks are transferred to 
other Federal Reserve Banks, and the settlement 
is made without transfer of funds. This is ac- 
complished by each maintaining with the Treasurer 
of the United States a “Gold Settlement Fund.” 
At the close of the business day each Federal 
Reserve Bank wires to Washington its net debit 
or credit against the other Banks, and correspond- 
ing entries are passed adjusting the credit balance 
of each Federal Reserve Bank. In this way billions 
of dollars are transferred yearly without a single 
dollar of actual gold leaving the vaults at Washing- 
ton. The only requirement is that there shall be 
a minimum of $1,000,000. or sufficient gold on 
deposit in Washington to meet each bank’s debit 
balance. 


Rediscounting Commercial Paper 


One of the chief advantages to member banks 
under the Federal Reserve System is the redis- 
counting privilege whereby eligible commercial 
paper, which has been discounted for customers, 
may be endorsed and rediscounted with the 
Federal Reserve Bank. This provides extra funds 
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for the member banks (either by increasing the 
Lawful Reserve Account or by delivery of cur- 
rency), which can be used in credit expansion. 
Each Federal Reserve Bank, in turn, may redis- 
count this commercial paper with other District 
Banks. Recently a money shortage was experienced 
by the Federal Reserve Bank at Atlanta, Georgia. 
The Atlanta Bank was enabled, through the Federal 
Reserve Board at Washington, to send for redis- 
count to the Boston Federal Reserve Bank enough 
commercial paper to increase its Gold Settlement 
Fund to the extent of its temporary shortage. 

It will thus be seen that the inelasticity of credit 
under the National Bank Act has been eliminated. 


The Meaning of the Weekly Statement 


The following is a copy of the weekly Consoli- 
dated Statement of the twelve Federal Reserve 
Banks for the week ending October 10, 1923. A 
brief explanation of the classifications of assets 
and liabilities will be of interest. 


Resources: 


Gold and Gold Certificates.... $ 364,693,000 
Gold Settlement Fund Federal .. 
Reserve Board °/0 3 °s 34 e 
Total Gold Held by Banks 
Gold with Federal Reserve 
Agents) <2... ee 


623,054,000 
987,747,000 


2,074,372,000 


Gold Redemption Fund....... 60,275,000 
Total Gold Reserve...... 3,122,394,000 
Reserves Other Than Gold.... 71,529,000 


Total Reserves-4 en... ae 3,193,923,000 


NonsreservejCash *s 20,5, Gee Ue 68,932,000 
Bills Discounted—Secured by 


United States Government 


Obligations... sac. .os 406,269,000 
Other Bills Discounted........ 462,748,000 
Bills Bought in Open Market. . 182,407,000 

Total Bills on Hand...... 1,051,424,000 
U.S. Bonds and Notes ....... 86,808.000 
U.S. Certificates of Indebted- 

NeSS 5." F eee ee ee 5,075,000 

Municipal Warrants.......... z 317,000 


1,143,624,000 


Bank’ Premises#e. i...) ee eee 55,202,000 
5% Redemption Fund Against Federal Re- 

serve Bank Notes.) su@ieee eee 28,000 
Uncollected Items. see 2 eee 646,278,000 
All Other Resources .......... 13,470,000 


Total. Resources aa 46 ee 


.. $5,121,457,000 


Liabilities: 
Capital Paid In... eee ee te 
Urplus.. 5. . 6 oii. Spee ae 
Deposits: 
KJOVETN Ment]... cee eee 


$109,676,000 
218,369,000 


20,151,000 


1,863,850,000 
21,754,000 


1,905,755,000 


Federal Reserve Notes in Actual Circulation.. 2,288,580,000 


Federal Reserve Bank Notes in Circulation— 


met: Liabilities:? £29. ee ee 480,000 
Deferred Availability [temes. a2... Ais ee 576,277,000 
Ail Other Liabilities:.-<soeee s. 2 oo ee ae 22,320,000 

otal Liabilities; ogee: os ree eee $5,121,457,000 


Ratio of Total Reserves to Deposit and Fed- 


eral Reserve Note Liabilities Combined. ... 76.1% 
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Resources 


Total Gold Reserve: This represents thirty- 
five per cent. of member bank deposits, together 
with the forty per cent. of Federal Reserve Notes 
in actual circulation, which is required to be held 
in gold by the Federal Reserve Agent. In _other 
words, the District Banks must have in their 
vaults, or on deposit with the Treasurer of the 
United States, gold equivalent to thirty-five per 
cent. of their total deposits, and they must have, 
under the immediate control of the Federal 
Reserve Agent (chairman of the Board of each - 
Federal Reserve Bank), gold equivalent to forty 
per cent. of their outstanding circulating notes. 
The Gold Redemption Fund, also included in this 
caption, refers to deposits of gold coin held by the 
Treasurer of the United States for the redemption 
in gold on demand of the Federal Reserve Notes. 
This sum is equivalent to not less than five per 
cent. of the total amount of gold or gold certificates 
held by the Federal Reserve Agents. 

Reserves Other Than Gold refer to the sixty per 
cent. commercial paper which, together with the 
forty per cent. in gold, make up reserve equivalent 
to one hundred per cent.of the total Federal Reserve 
Notes in circulation. 

Non-reserve Cash includes all kinds of money 
held by the Federal Reserve Banks aside from gold 
coin and gold certificates. It is appreciated that 
when these Banks were started, the various 
member banks subscribed in cash to the capital 
stock. The fund thus acquired, plus subsequent 
earnings, is represented in the total resources. 

Bills Discounted comprises promissory notes 
discounted with the Federal Reserve Banks by 
member banks. These member bank promissory 
notes are secured either by United States Govern- 
ment obligations, such as Liberty Bonds, Certifi- 
cates of Indebtedness, etc., or prime commercial © 
paper. ; 

Bills Bought in Open Market: Funds not 
used for other purposes may be ‘nvested by 
the Federal Reserve Banks. This is one of the 
few instances in which these Banks come into 
contact with the outside public, and is an indication 
of the power of the Federal Reserve Board to 
control discount rates. It is readily apparent 
that, in the period of over-inflation of credit, the 
Federal Reserve Board could raise its discount 
rate to a point where it would be unprofitable 
for member banks to discount paper for customers. 
Customers would, in turn, be prohibited from 
selling such paper in the open market, as the 
District Banks would immediately flood the market 
with commercial paper previously held in their 
vaults. The tendency would be to increase the 
value of money, as the demand, created by the 
excess of commercial paper, would more than 
offset the supply of available money. 

United States Bonds and Notes: The other 
items making up the Total Earning Assets merely 
represent Government securities owned by the 
Federal Reserve Banks and are of the same nature 
as the Non-reserve Cash. 
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Bank Premises represent actual investment by 
the several Banks in building and equipment. 

Five Per Cent. Redemption Fund Against 
Federal Reserve Bank Notes is slightly different 


from the gold redemption fund referred to above. - 


The gold redemption fund is a part o° the forty 
per cent. gold reserve against Federal Reserve 
circulating notes, while the five per cent. fund 
refers only to Federal Reserve Bank Notes issued 
in lieu of the old National Bank Notes, which are 
to be retired by 1935. ~ 

Uncollected Items really represent a deduction 
from gross deposits. Each member bank has a 
lawful reserve account and a collection account 
with its Federal Reserve Bank. The total deposit 
is credited to the member bank’s lawful reserve 
account, but the checks, drafts, etc., on out-of- 
town points not immediately available are debited 
to the collection account, and are an offset until 
they are paid. 

All Other Resources represent the net balance 
of a variety of miscellaneous accounts, such as 
profit and loss account, expense account, and 
depreciation. 

Liabilities 

Capital Paid In: 
member bank is required to subscribe an amount 
equal to six per cent. of its capital stock and 
surplus in the capital stock of the Federal Reserve 
Bank. So far only three per cent. has been re- 
quired to be paid in cash. 

Surplus: The gross revenue of the District 
Banks is chiefly received from bills and acceptances 
discounted. From this is deducted the six per 
cent. accumulated dividend on the paid-in capital 
stock held by member banks, together with 
ordinary operating expenses. From the resultant 
net earnings figure, the Federal Reserve Banks are 
permitted to accumulate, as surplus, a fund equiva- 
lent to one hundred per cent. of the subscribed 
capital, after which they may add to their surpius 
only ten per cent. of the net earnings each year, 
the balance being turned over to the Government 
as a franchise tax. . 

Deposits—Government: The Secretary of 
the Treasury is authorized to use the Federal 
Reserve Banks as depositories for public funds, 
with the exception of. the redemption funds for 
National Bank Notes and for Federal Reserve 
Notes. 

Deposits—Member Banks’ Reserve Account: 
These are the gross deposits by member banks 
previously referred to. After the deduction of 
uncollected items they must represent the required 
proportion of the member banks’ demand deposits. 
This is determined from weekly statements sub- 
--itted by each member bank. 

Other Deposits represent deposit credits of 
non-member banks in the United States and 
abroad. 

Federal Reserve Notes in Actual Circulation: 
This represents Federal Reserve Notes issued to 
the several Federal Reserve Institutions and 
outstanding. It does not include the amount in 
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the vaults of the Federal Reserve Banks. These 
Federal Reserve Notes are secured by gold and 
commercial paper eligible for discount. At the 
present time the greater part of this security is 
made up of gold. 

Federal Reserve Bank Notes in Circulation— 
Net Liabilities: The net liability consists of 
Federal Reserve Bank Notes outstanding, from 
which the cash deposited with the Treasurer of 
the United States for their retirement is deducted. 
These bank notes are issued against Government 
Bonds in precisely the same manner as National 
Bank Notes, but are of minor importance. 

Deferred Availability Items: ‘These repre- 
sent items in process of collection, the proceeds 
of which are not as yet available to the member 
banks as reserve. This account is the ‘“‘contra’’ of 
the asset ‘“‘Uncollected Items.”’ 

All Other Liabilities: ‘This item represents 
the net credit balance on a number of miscel- 
laneous accounts, such as profit and loss account, 
gross earnings, etc. | 

The Ratio of Total Reserves to Deposit and 
Federal Reserve Note Liabilities Combined is 
the keynote to the strength of the Federal Reserve 
System. Approximately seventy-five per cent. of 
the total lability to member banks is held in 
actual gold. 

The foregoing has of necessity been discussed in 
general terms. It is easily apparent, however, 
that the benefits of being a member of the Federal 
Reserve System are many. The ability to redis- 
count paper, to obtain currency immediately, and 
the use of the clearing functions offer the most 
benefits. As stated previously, all National Banks 
must be members of the system, and State Banks 
are permitted to join if they meet the necessary 
requirements. While these may cause State Banks 
to hesitate in joining the system, the increased 
prestige and added facilities which result would 
seem to make it a distinct advantage to State 
Banks to become members of the system. 


Foundations 


HE other afternoon I stopped to watch some 

workmen who were excavating for a new 

skyscraper. Deep into the bed-rock, which 
is the foundation of Manhattan Island, they were © 
drilling. Although, in a general way, I had long 
been familiar with the geological formation of the 
island, I had frequently wondered that it was pos- 
sible to erect so many towering buildings. After 
looking carefully at the solid bed-rock in which the 
foundation was being laid, I no longer wondered. 
On this lasting foundation the building could be 
erected: high. It could stand solidly against the 
buffets of wind and storm. 

Successful business and professional careers are 
built in much the same way, on a solid foundation 
of character and honest goods, or character and 
honest services sincerely rendered. The career 
which is built upon a rock foundation will not be 
destroyed by every adverse wind that beats upon ~ 
it. It will stand and endure. 
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Depreciation Reserves 


READER of Tue Pace Srupent recently 
A asked some questions concerning a reserve 

for depreciation. 
was as follows: 


In substance, his inquiry 


‘Please advise me whether a _ depreciation 
reserve is not the same in principle as any un- 
liquidated expense liability. For example, a firm 
incurs an unpaid expense for rent. At the end 
of the fiscal year the amount is charged against 
gross income, and, if the rent is unpaid, a liability 
is set up to reserve among the assets an amount 
sufficient to meet the item when it falls due. 
Similarly a building depreciates during the year. 
At the end of the fiscal year, this amount is charged 
against gross income and a liability (i.e., reserve 
account) is set up to reserve among the assets an 
equivalent amount. 


“The difference, to my mind, lies in the fact 
that the rent liability becomes due to be paid at 
an early date, and the assets reserved to take care 
of it are then’ disbursed; whereas, as long as the 
building does not require major repairs, there is no 
immediate and specific outflow of the asset values 
reserved against it, and accordingly they accumu- 
late from year to year but always with the specific 
liability (represented by depreciation of the 
structure) marked up against them. In other 
words, at the end of twenty years the building is 
extinguished. Its asset value is zero. But other 
assets, which were reserved from year to year 
from gross income and withheld from distribution 
by maintaining the liability (reserve) account 
against them, are there; the company has sufficient 
asset value in some form to offset the loss of the 
building. It can convert this value into another 
building or not, as it may see fit. 


“For a long time I saw only two elements in it— 
i.e., the building and its gradual extinction as 
represented by the cumulative reserve against it. 
I have never engaged actively in either bookkeep- 
ing or other accounting work, and it was only 
recently that I began to visualize a third element, 
viz., compensation to the corporation or business 
itself for the use of its own building, this compen- 
sation of course measuring the exact amount of 
depreciation and being retained among the assets 
so that the original investment continues unim- 
paired by the extinction of the physical property. 
I view this in the same light as the depreciation of 
an ore, oil, or timber property—as the original 
asset is extinguished, the company pays itself, 
just as it would an outsider, an amount to offset 
the dissipation of the values consumed. It buys 
from itself instead of some one else, and thus 
accumulates a sufficient amount to maintain the 
investment at its original level. Otherwise, this 
amount might be withdrawn as profits, and, at the 


close of operations, there would be nothing left 
to represent the outstanding stock.’’ The expla- 
nation was substantially as follows: 


In order to answer this question satisfactorily, 
we must define a liability. A liability is a definite 
obligation to transfer, immediately or at some 
future date, to another person or organization, an 
amount of asset value. Thus, you mention the 
fact that a firm incurs an expense for rent. At 
the end of the fiscal year the amount is charged 
against profit and loss, and, if unpaid, the liability 
is set up. This liability will have to be paid to the 
creditor. The amount does not “reserve among 
the assets an amount sufficient to meet the (lia- 
bility) item when it falls due.”’ It merely shows 
that offsetting the assets is a certain obligation 
to transfer value. 


With respect to depreciation reserve, there is 
no definite obligation to transfer, immediately or 
at some future time, to anybody, any value. You 
mention a building. A building may have cost 
$100,000.00. It may be estimated that the 
building will last 50 years. Depreciation may 
therefore be considered as 2 per cent. per annum. 
The building may have been in use 10 years, and 
20 per cent. or $20,000.00 may have been entered 
in the Reserve Account. At this date there is no 
obligation to anybody for the $20,000.00. At the 
end of 50 years the building would be depreciated 
100 per cent. or $100,000.00, and there would be 
$100,000.00 in the Reserve for Depreciation 
Account. Even at the end of the 50 years, there 
is no obligation to turn any money over to anybody 
in connection with the old building. 


The Reserve for Depreciation is merely a credit 
which should be made to the Building Account for 
the value of the building which has been consumed 
—1in other words, it is a credit to an asset account. 
For bookkeeping and other reasons, we make the 
credit, not to the asset account itself, but to an 
intermediate account which we conveniently call 
Reserve for Depreciation. The title of this 
account could just as well be Credit to Building 
Account for Depreciation. At the time the build- 
ing is retired, the amount credited to this inter- 
mediate account is transferred to the Building 
Account, where theoretically, at least, it should 
have been placed in the first instance. 


Your question and comments indicate that you 
thoroughly understand the economic reason for 
setting up depreciation. The effect is that the 
procedure will prevent failure to give consideration 
in the Profit and Loss Account to a diminution in 
asset value which has actually occurred. How- 
ever, we again caution you that the depreciation 
reserve is not a liability because it does not fall 
within the definition of a liability. 
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Biographical Sketches of Pace 


Students Who Have Made Good 


Hugh J. Ferry, Assistant Treasurer of the Packard 
Motor Car Company, Detroit, Michigan 


working as a clerk in the cost 

department of the Packard 
Motor Car Company, Hugh J. Ferry, 
former Pace student in Detroit, became 
assistant treasurer of that great organi- 
zation. It is also interesting to note 
that this was only three years after he 
began his study of the Pace Course. 

How frequently the young man just 
getting under way in business asks 
himself, ‘‘Shall I stay with this company, 
or am I going to find a better job some- 
where else?’’ Let him take a leaf from 
- the experience of Mr. Ferry. If he ever 
asked himself this question, he must 
have answered it somewhat in this 
wise, ‘“‘No, I’m going to stay. This isa 
big, live organization. There is bound 
to be an opportunity for me. I’m 
going to work and study and get ready.”’ 
His success shows how well he reasoned. 
Mr. Ferry was with the Packard Com- 
pany when he began his study of the 
Pace Course—he is with them to-day 
as assistant treasurer. 

Hugh J. Ferry attended high school 
in Detroit. He did not take the 
commercial course, but, instead, took 
what was known as the classical course. 
Latin and Greek are by no means 
unknown languages to Mr. Ferry. He 
studied them diligently in his high- 
school days. After some general busi- 
ness experience, following his graduation 
from high school, he entered the employ 
of the Packard Motor Car Company in 
1910, as a clerk in the cost department 
and as assistant to the paymaster. 
Prior to this time, he had no training 
or experience in accounting work. He 
was twenty-six years of age, married, 
and the father of one child when he 


Nee years from the time he was 


LOUIS M. MINTZ, Class C3410, Pace 
Institute, New York, has accepted, 
through the Pace Agency for Placements, 
Inc., a position as assistant bookkeeper 
with Bachrack Brothers, Inc., 663 
Broadway, New York City. 


HENRY SILVERMAN, Pace Institute» 
New York, recently accepted, through 
the Pace Agency for Placements, Inc., 
a position in the accounting department 
of Famous Players Lasky Corporation, 
331 West 44th Street, New York City. 


ASHER MARCUS, Class B3316, Pace 
Institute, New York, is now a book- 
keeper with J. H. Meyers Brothers Inc., 
220—25th Street, Brooklyn, New York. 
Mr. Marcus secured this. position 
through the Pace Agency for Place- 
ments, Inc. 


PATSY RUSSO, Class A3119, Pace 
Institute, New York, has accepted, 
through the Pace Agency for Place- 
ments, Inc., a position in the accounting 
department of The Wireless Press, 326 
Broadway, New York City. - 


began his career with the Packard 
Company. 


HUGH J. FERRY 


Always keen to observe and draw 
conclusions, Mr. Ferry was quick to 
realize, after working at several different 
positions in the accounting department, 
that, unless he secured some specific 
training in the basic principles under- 
lying the work done in his department, 
he would probably not be able to make 
the material progress his ambition urged. 
To use his own words, “After working 
about two years at the jobs in the 
accounting department which did not 


IRVING H. WENTWORTH, who was 
graduated from Pace Institute, Exten- 
sion Division, in February, 1923, recent- 
ly resigned his position as accountant 
for the Moctezuma Copper Co., and the 
Phelps-Dodge Corporation, at Pilares 
de Nacozari, Sonora, Mexico. Mr. 
Wentworth plans to open an office at 
Phoenix, Arizona, for the professional 
practice of Accountancy. 


SAMUEL C. HYER, C.P.A., announces 
the removal of his office to 150 Nassau 
Street, New York City. Mr. Hyer 
specializes in income and inheritance 
tax matters. He was formerly Internal 
Revenue Agent in the Income Tax 
Unit, San Francisco Division. He isa 
graduate of Pace Institute, New York. 


MILFORD A. VIESER, Class E3603, 
Pace Institute, New York has accepted, 
through the Pace Agency for Place- 
ments, Inc., a position as assistant 
auditor with the executive office of the 
Y. W. C. A., 129 East 52nd Street, New 
York City. 
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require any specific accounting knowl- 
edge, I decided that I was a misfit unless 
I mastered the fundamental theory of 
accounting.’” After making some in- 
quiries as to the proper courses of study 
to pursue, Mr. Ferry enrolled in the 
Pace Course in Accountancy and 
Business Administration in evening 
classes which weie conducted in Detroit, 
and began his study of Semester A. 
This was in 1916. 


He’ says; ‘‘I had not studied the Pace 
Course six months before I was pro- 
moted to paymaster and assigned to 
work in our accounting department 
which had not been entrusted to me 
before. Before I had finished the 
Course, I was promoted, first to assist- 
ant cashier, then to cashier, and in 1919, 
or within three years after studying the 
Pace course, I was made assistant treas- 
urer of the Packard Motor Car Com- 
pany. I am sure that I would not 
have had the confidence in my ability 
to handle the class of work which has 
been entrusted to me, if I had not had 
the training in the Pace Course. 


““My desire is to bring home the fact 
that the Pace Course is so closely 
associated with modern business methods 
that a student cannot go wrong in 
selecting it as a preparation for executive 
work—work where a broad knowledge of 
business administration is required.”’ 


And so to-day, we find Mr. Ferry 
assistant treasurer of one of the largest 
and best known automobile companies 
in the world—a man who can look 
forward with confidence and assurance 
to what lies ahead for him in business. 
Busy as he is, Mr. Ferry finds time to 
maintain an interest in activities outside 
his own Office. ‘‘Single-sixes’’ and 
“Single-eights’” do not claim every 
waking moment. He is _ particularly 
fond of hand-ball, and plays regularly 
at the Detroit Yacht Club, Belle Isle, 
Detroit, Michigan. He is always ready 
to talk with young men who come to 
him for vocational advice, and any who 
do will find him a fine man to know. 


HENRY MENDES, C.P.A., a partner 
in the firm of Touche, Niven & Co., 
accountants, New York City, addressed 
the Day-school Assembly of Pace 
Institute, New York, on Monday, 
October 8th. Mr. Mendes spoke of 
some of the problems that come to the 
young accountant just beginning prac- 
tice, and he emphasized certain things 
which the young student, who aspires 
to professional practice, must keep 
constantly before him. The talk was 
followed with much interest by all the 
students, who appreciated the oppor- 
tunity to hear from an accountant with 
such a breadth of experience. Mr. 
Mendes was graduated in 1910 from the 
Pace Courses in New York City, and 
for many years was a lecturer on the 
staff of the Pace organization in St. 
Louis. 


There is always a niche 1n business 
for the man who masters his job; 
but, unless he masters something 
more, in that same niche is just 
where he will stay. 


Page 8 


THE PACE STUDENT 


A monthly Magazine of service, interpreting the 
purpose, spirit, and needs of Modern Business 


Subscription $1.50 a year, Payable in Advance 


PACE & PACE, Publishers 


30 Church Street New York City 
Copyright, 1923, by Pace & Pace 


Don’t Throw the Card in the Waste- 
basket 


OME time ago I called upon an executive 
S of a large corporation. We discussed in 
some detail the matter which I was presenting 
for his consideration. When we had finished, 
he dismissed me pleasantly and told me that he 
would keep my card on file and let me know a little 
later whether he would be interested in the service 
which I was presenting. 

I felt that the interview had been rather satis- 
factory, both from his point of view and from my 
own. But as I was leaving his office I noticed 
that he tossed my card into the waste-basket 
before he turned back to his desk. Any visions 
that I may have had about the successful outcome 
of that interview went glimmering. My self- 
confidence was shaken. I found it hard to realize 
that I had impressed that executive so little that 
he didn’t even bother to wait until I left his office 
to file my card in the waste-basket. I thought 
that he might at least have waited till I left the 
office. 

‘Do as you would be done by”’ may be an old 
adage, but its truth is ever new. No man can 
afford to weaken the self-esteem of one of his 
fellows. Neither is it wise for a man, no matter 
how exalted a position he may occupy, to say 
pleasant words while by acts he flaunts his in- 
sincerity. Better by far to tell a man point-blank 
that you can’t use his wares and dismiss him 
pleasantly, than to tell him that you will put his 
card on file and get in touch with him later, and 
then gently lay his card to rest in the waste-basket. 


Accountants Work Far Afield 


NDER tropic skies and amid northern 
snows, thousands of miles, frequently, from 
his home office, the American accountant 

is carrying to other nations new ideas of organiza- 
tion and management. His reputation as a 
technician, as an analyst and organizer, has called 
him far afield. 

Government, as well as Business, has requisi- 
tioned his services. A few months ago, we read 
in the papers that one of the well-known account- 
ants of the United States had just returned from 
Poland, where, at the request of the Polish govern- 
ment, he had spent several months making a 
thorough investigation of the business and eco- 
nomic conditions of that country. Now we learn 
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that another accountant has been serving on the 
Financial Commission which reorganized the 
banking system in the Republic of Colombia. 
Another, a Pace student, recently returned from 
service in the American relief work in Russia. 

Nations, some of them, at least, are coming to 
realize that matters of finance and organization 
are frequently best settled by expert professional 
men whose lives have been devoted to untangling 
the kinks of Business. From this unbiased 
technical advice they are bound to reap much 
profit. And as more nations come to this same 
point of view, we may properly expect that more 
and more calls will be made upon Americen 
accountants, men who have aided so materially 
in developing modern ideas of management and 
control. 

The young man looking forward to a professional 
career in Accountancy has, for some time, seen an 
opportunity to travel extensively throughout his 
own country; to study modern industrial organi- 
zation under widely varying conditions; to in- 
vestigate, it may be, an iron mine in northern 
Michigan, a cotton plantation in Alabama, or a 
fruit ranch in California. In the years just ahead, . 
it may well be true that he can enlarge this vision; 
that he can see his opportunities as not restricted 
even to the confines of the United States, but as 
extending to the far reaches of the earth, wherever 
there will be need of the technical service that he 
has prepared himself to render. 


No Eight-hour Schedule Here 


O one has ever reached the topmost rung of 
N the ladder of success in any business or 
profession by adhering to a regular work 
schedule of seven or eight hours a day. The 
successful captain of industry, the man -who 
achieves outstanding success in Accountancy, 
Law, Medicine, or Engineering, has never been an 
eight-hour man. Long hours have been his 
portion, and consistent work application, before 
which many a clerk beginning his business career 
would stand aghast. We have no quarrel with 
the eight-hour day as a basis for wage payment. 
We merely wish to point out the fact that out of 
eight-hour days can come only eight-hour rewards. 
Not all who work long hours achieve the heights. 
But it is safe to say that no one ever did achieve 
them who was not willing to go through years of 
application to the job—years of application in 
which the seven or eight-hour day had no place. 
Hard work and long hours have had more to do 
with most successes than brilliance or ‘‘pull’’?— 
hard work coupled with the right sort of training 
for the task in hand. 

This is the way the game is played. Many do 
not care for it. They prefer to achieve the 
modicum of success that comes from. ordinary 
effort consistently applied. But those who feel that 
nothing must baik them in their journey towards 
the top might as well realize now that the greatest 
rewards will never be theirs unless they are willing 
to go on a work schedule that knows no eight- 
hour limit. 
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Learn to Say “‘No!”’ 


HE United States Fidelity and 

Guaranty Company, of Baltimore, 

Maryland, has been distributing a 
folder entitled ‘‘I couldn’t say ‘No’ to 
social ambition and I fell.’’ The folder 
contains a message that many men and 
women can well afford to take to heart. 
With the permission of the United States 
Fidelity and Guaranty Company, we 
reproduce the folder. 


““T Couldn’t Say “No’’’ 


When I was a young man, I posted 
this epigram in my pocketbook: “‘Always 
pay as you go, but if you can’t pay, 
don’t go.’’ I underscored the ‘‘don’t 
go” heavily two or three times. I 
think there is a world of 
wisdom in what I wrote 
back in tne days when I 
had my future before me. 
The trouble is, I didn’t 
live tap to. it. 1 -feel I 
have a right to give this 
edmonition, because my 
advice is NOT cheap. It 
cost me my honor, and a 
good reputation, to come 
to the point where I feel 


will, and good-cheer. 
least for a fugitive moment—will 


Your wife meets the wives of your 
acquaintances. You hear how such and 
such a fashionable tailor makes their 
gowns at fashionable prices. She is 
invited, perhaps, to luncheons at the 
Country Club, and perhaps the hostess 
is kind enough to send around her 
limousine to pick your wife up. How 
you long for the ability to tell your wife 
to go ahead and give a party in return, 
without bothering about the expense! 


““Keeping Up’’ Cancer 


Keeping up with the Joneses—that is 
the cancer that is destroying the souls 
and reputations of men. The Joneses 


z 


CHRISTMAS TIME draws close 
—Christmas time with its fragrant 
incense of good-fellowship, gocd- 


Halted—at 


Learn to Say ‘‘No!”’ 


The most important word in the 
English language is ‘‘No.” I could 
never learn to say ‘‘No!’’ The bars 


that confine me in this jail remind me of 
the price I have paid, sitting amid the 
ruins of what I MEANT to be. 

I stand on the threshold of three score 
years. I want to give a message to the 
boys of 21. Don’t let the dollar sign 
take the place of character. Character 
and faith will buy more happiness than 
all the world’s wealth. Many a man 
goes down because he cares what people 
think. Go straight and it won’t matter 
what people think or do. 

Do good because it is 
right, not for a reward. 
Virtue is its own reward, 
a truth which we overlook 
because we hear it so 
often. Wrong, on the 
other hand, brings its own 
punishment. Don’t de- 
ceive yourself that a hid- 
den wrong can result in a 
clear conscience or that 
the wrong can not affect 


I have a right to speak as be achievements, purpcses, and your life because the 
I do. : é world does not know 
I fell. I fell because I thoughts that are ignoble or selfish. Abate ieee 


was afflicted with the 
disease common to most 
of my fellow men—the 
desire to keep up with the 
crowd. I think if you 
will examine the matter 
thoroughly, you will agree 
with me that that is the 
curse of our age, the one 
thing which more than 
anything is ruining the 
character of our men and 
women, the acid which is 
corroding our national 
life. 


Sproutings of Envy 


You start with a Ford automobile and 
then your neighbor blossoms out with a 
Buick or a Packard. Life seems pretty 
cheap until you can match his Buick 
with another Buick. Or you have a 
modest bungalow on a street where 
workingmen live, or a flat. Your friend 
lives in a house which the agent shows 
“by appointment only,’’ and in a 
neighborhood where evening dress is 
prescribed by an unwritten law. You 
can not rest until you have a place 
there, and are a willing subject to that 
law. The word “exclusive” strikes a 
responsive chord in any selfish heart. 

How did your friends get in the posi- 
tion where they could afford to live in 
such a community and be listed in the 
Social Register? You hear that some 
of them struck it rich by close bargain- 
ing. Money begets money. The thing 
is to have some money to begin with. 
Here is where temptation steps in. 


science, and a slipping soul. 


The universal heart will be un- 
locked, and once more the spirit 
of disinterested self-giving will be 
abroad in the land, illumining all 
things human and making them in 
part Divine.—Horatio N. Drury, 
1916. 


may have established their stake by 
plugging along in the beginning, EARN- 
ING their right to spend. 

It takes tremendous will power to do 
that. When it is too late you find that 
you can’t save and make a splurge at 
the same time. You can’t have hot 
house flowers, individual chauffeurs and 
valets, unless you start out with the 
garden variety of blooms, drive your 
own car, and dress yourself until your 
bank account justifies the frills. 

The envy of your neighbors because 
you have a mansion, limousines and a 
whole tribe of servants, and because a 
millionaire feels he may ‘“‘safely’’ invite 
you to his home and meet his friends 
can not ever compensate for the loss 
of your self-respect, an uneasy con- 
That is 
the message I want to give. Don’t 
think these thoughts I have expressed 
compose a preachment. They are only 
a message to floundering humanity from 
one who has fallen short of an ideal. I 
hope to go STRONG to the finish. 


It would serve us all 
better if we thought more 
about God than about 
Jones’s Packard. Don’t 
frown on churches and the 
Salvation Army. Support 
them rather than dance 
halls, and see how quickly 
the community will be 
made better and happier. 
Don’t go through life in 
thoughtless seeking after 
pleasure, but get serious 
once in a while, and spend 
some time in thinking, 
right living, and in doing something 
worth while. 

Don’t be satisfied to be anything short 
of a REAL man. It does not matter 
that you are not understood; the 
een thing is to understand your- 
self. } 


HOWARD A. DODD, a former student 
at Pace Institute, New York, spoke on 
“‘Accountancy in Business’? before the 
weekly Assembly of the Day-school 
Division of Pace Institute, New York, 
on Monday, October 22nd. Mr. Dodd, 
from his wide experience, brought out 
the different divisions of the work of 
the accountant in private practice, the | 
importance to the young accountant of 
knowing costs, and of being familiar 
with constructive accounting, and 
Federal and state taxation. Mr. Dodd 
also outlined for his hearers a plan 
of reading for their time outside 
school, which, he said, would aid them 
greatly when they began their business 
careers. 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 


deemed to be of general interest to readers of The Pace Student. 


A communication, in order to re- 


ceive attention, must contain the name and address of the person asking the question. 


SHOE manufacturing corporation retained 
A A to make monthly audits of their records. 

The authorized capital stock of the cor- 
poration was $30,000.00. $14,000.00 was issued 
and fully paid. May 1, A’s report indicated that 
a su ‘plus of $8,000.00 existed. The directors then 
declared a stock dividend of $16,000.00 to the stock- 
holders of record. A sets up an entry for $8,000.00 
charging Surplus and crediting Capital Stock, 
justifying himself on the ground that the $16,000.00 
dividend would create an $8,000.00 deficit. 


I have been called in by a controlling stockholder © 


to investigate the records and, upon seeing the 
capitalization matter, immediately I protested, on 
the grounds that, whatever illegal consequence 
occurs, the entries must indicate the acts of the 
directors or they are faulty. I suggested that 
either A’s report should advise the obtainment of 
counsel or point out to the directors the irregular- 
ity and have them amend the minutes accordingly. 

As this is a close corporation, A recommended 
that the stockholders each turn in promissory 
notes in proportion to their holdings, so that it 
would eliminate the deficit. 

I objected to this procedure, as it was not the 
intention of the directors to create a liability which 
they would have to meet in case of bankruptcy, 
and that the issuance of Capital Stock to create a 
deficit was done in ignorance of the additional 
liability thereby created. I suggested that they 
amend their minutes and return back to the treas- 
ury an amount of Capital Stock equal to the deficit 
and proportional to their respective holdings. 

Are A’s intentions correct? 

Answer: 


The declaration of a $16,000 dividend out of 
an $8,000 surplus would be illegal, as this would 
impair the capital stock to the amount of $8,000. 
More than that, it would not be proper for the 
directors to declare a dividend out of unissued 
stock. A method of adding this surplus of 
$8,000 to the capital would be to declare a cash 
dividend of $8,000 with the condition attached 
that the stockholders should use the dividend for 
the purchase of unissued stock to the amount of 
the dividend declared by the directors. Stock- 
holders may not give promissory notes for stock 
under any conditions (at least under the New York 
laws), as stock must be paid for either in cash 
(actual cash), property, or services rendered, and 
for this purpose promissory notes are not regarded 
as cash or property under the statute. 


AM opening a set of double-entry books for 
I a New York concern which has an authorized 

capital stock of $150,000.00, $75,000.00 in 
common stock and $75,000.00 in preferred. 


Of the preferred stock there is outstanding 
$25,000.00, this amount being paid for by cash 
(par value of $100.00 per share). $60,000.00 of 
common stock (par value $100.00 per share) was 
given as a bonus with the preferred. 1} you 
explain to me how to treat this in the opéning 
entry; also how to treat the balance of the unissued 


stock? 
Answer: 


In New York State a corporation may issue 
capital stock for cash, for property, or for services. 

At first glance it would appear that it will be 
impossible to issue as a bonus the common stock 
which you mention. However, the following 
procedure is often employed: The directors vote 
that a certain amount of common stock shall be 
issued to a certain person for services performed 
or for some intangible value which it is assumed 
that person has turned in to the corporation— 
most commonly, good will. The person to whom 
the stock is issued then contributes it back to 
the corporation and the corporation holds it as 
treasury stock. The records of the corporation 
would thus indicate that the stock originally 
was issued for a consideration. The New York 
law (which is similar to the law of many other 
states) prescribes that the judgment of the directors 
shall be final in the absence of fraud. This 
method, unless the stock is issued for genuine 
value, is a subterfuge and therefore undesirable. 

Since the corporation had already received, in 
the eyes of the law, consideration for the stock, 


_the corporation may subsequently dispose of the 


stock in any manner it pleases (selling at any 
price it may choose or even giving it away). In 
the case which you have brought to our attention, 
the stock would be given away. 


The entries would be as follows: 


GOOD WILL (OR OTHER 
STATED CONSIDERATION) $60,000.00 
To COMMON STOCK...... 
For issuance of common stock in 
consideration of good will (or 
services or other consideration as 
may be stated by the directors) 
per resolution of Board of Direc- 
tOfs a es Se eee yen; 
Minute Book Page.... 


$60,000.00 


TREASURY COMMON STOCK. 

TO STOCK DONATION... 

For receipt of common stock as 
donation. 


60,000.00 
60,000.00 


ASSETS .20 90.2... / > eee 

TO PREFERRED STOCK . 

For issuance of preferred stock for 
consideration. 


25,000.00 
25,000.00 


1923 


BONUS ON PREFERRED 

So RG Os oe ee gn er 

TO TREASURY COMMON 

td GOT ON ag 8 are 

For issuance of common stock as 
bonus on preferred stock. 


Pe OQUNGL LOIN. oo s.cs oes 
Toes OU Ss:,ON PRE- 

HEV RGIS eds LOCK 2. 25s. 

For writing off latter against former. 


60,000.00 
60,000.00 


60,000.00 
60,000.00 


The Trial Balance of the corporation would then 
be as follows: 


Dr. Gr 
Assets (Received for Preferred 

Se ah 2, | a a $25,000.00) S..4)..8ce 
Good Will (or Services or other 

consideration for issue of Com- 

Pee estOCin ieee ee ease 00,000.00) n3...o 2. ane 
OEE alae: GO) 2076) 2) gmat na 60,000.00 
Ete IM LON A aie Sn he fed ot swans ale 25,000.00 

$85,000.00 $85,000.00 


HAT is the correct method to use in 
changing from the accounts payable 
system to the voucher system? 


Answer: 


One method would be to allow the accounts 
payable to work out gradually—that is, to run the 
creditors ledger in the usual manner, but to make 
no more entries in it for purchases. All purchases 
subsequent to the date on which you wish to 
start the voucher system should be entered on 
vouchers and credit should be made to a new 
control account controlling the vouchers, such as 
Vouchers Payable Control Account. 

A second method would be to write off the 
accounts payable immediately by making out a 
voucher for each open balance, the charge on the 
voucher being to Accounts Payable Control 
Account. ‘The vouchers would be entered in the 
voucher register, and the effect of such entry 
would be a charge-to Accounts Payable Control 
Account and a credit to Vouchers Payable Control 
Account. When the items are paid, the entries 
in the Cash Book would be a charge to Vouchers 
Payable Control Account and a credit to Cash 
Account. 

A third method similar to the second method 
would be to pass a Journal entry transferring the 
items from Accounts Payable Control Account to 
Vouchers Payable Control Account instead of 
making entry for the items in the voucher register. 

We prefer the second method—that is to make 
out a voucher for each open balance and to enter 
it in the voucher register. - 


HAT is the method of taking off a trial 
balance from a voucher system? 


Answer: 


The General Ledger trial balance would be 
taken in the same manner as if an Accounts 
Payable Ledger were in use. Instead, however, 
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of drawing off a schedule of the balances of the 
Accounts Payable Ledger for purposes of checking 
against the Accounts Payable Control Account, 
a schedule is prepared of unpaid vouchers in the 
file, and the total of this schedule is reconciled 
with the balance of the Vouchers Payable Control 
Account. In some instances the schedule of 
unpaid vouchers is prepared from the Voucher 
Register, a list being made of those items which 
have not been checked off in the Voucher Register 
as having been paid. 

We believe it to be preferable to prepare the 
schedule of unpaid vouchers direct from the 
vouchers themselves rather than from the un- 
checked items in the Voucher Register. 


HAT is the proper method of handling 
payments on account? 


Answer: 


One method is to enter a partial payment in a 
memorandum on the voucher. The voucher is 
then carried in the unpaid vouchers file until 
paid in full. When preparing lists of unpaid 
vouchers, etc., only the unpaid balance is listed. 

A second method is to set up 1n Jedger accounts 
on the General Ledger such items as will require 
payments on account, instead of carrying the 
items on vouchers. When partial payments are 
made they are charged against the ledger accounts 
indicated rather than against vouchers. 

If partial payments are comparatively few, we 
believe the method first indicated to be preferable. 


HAT is the proper method of recording 
an overpayment to a creditor? 


Answer: 


When it is found that an overpayment has 
been made, the item may be posted in memor- 
andum form to the voucher and the voucher may 
be carried in the unpaid vouchers file, as in the 
instance of an unpaid balance on a voucher against 
which partial payments had been made. The 
voucher should be earmarked in some manner to 
indicate that it is a debit balance. 

A second method would be to make out a debit 
memorandum, cross indexing the debit memo- 
randum against the voucher on which the over- 
payment was made, removing the original voucher 
to the paid vouchers file, and carrying in the 
unpaid vouchers file the debit memorandum 
representing the amount overpaid. This method 
is substantially the same as the first method above 
described. 


S it better to file the vouchers alphabetically 
or numerically? 


Answer: 


We prefer to have the vouchers filed numerically. 
They are entered in the Voucher Register in 
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numerical sequence, and it is usually much easier 
to find a voucher in a file if it is in numerical order. 

The chief disadvantage is that if a voucher is 
wanted and its number is not known, reference 
must be made to the Voucher Register. Under 
such circumstances, when vouchers are not filed 
alphabetically, the Voucher Register has to be 
scanned until the particular voucher is located 
and ‘its number determined. Such an occurrence, 
however, is fairly infrequent, and, when compared 
with the ease of reference under ordinary conditions 
attaching to numerical filing, we have found that 
numerical filing is to be preferred. 
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LEASE outline for me the entries to be 
Preassed when a corporation declares a 2% 
cash dividend. 


Answer: 


The entry upon the declaration of a cash divi- 
dend is a debit to Surplus Account, to Undivided 
Profits Account, to Profit and Loss Account, or to 
any other account with a credit balance recording: 
the element of surplus and a credit to a Dividends 
Payable Account. Upon payment, Dividends 
Payable Account is charged, and Cash Account is 
credited. 


Entering Accountancy Practice at Middle Age 


years of one’s career may not be a par- 

ticularly serious matter. After a man has 
passed forty-five, however, the matter of making 
a definite vocational change must be considered 
carefully, else a rather serious situation may result, 
and the work and experierice of a lifetime may go 
for naught. 

Let us consider a case that is not by any means 
uncommon—a man nearly fifty, who has been 
engaged in the same line of work, in the employ 
of the same corporation, for twenty-five years, 
desires to make a change. Let us assume he 
desires to become a certified public accountant. 
What should be the considerations which will 
govern this man who is anxious to establish 
himself in Accountancy practice, and who desires 
to secure his certificate as a C.P. A. (certified 
public accountant) ? | 

First of all, let us consider the matter of age. 
Experience shows that it is not usually desirable 
for one to attempt to make a radical change in 
his vocation after he is thirty-five or forty years 
of age. In the particular case that we have been 
considering, the study of Accountancy, and the 
practice of it, would not involve a radical change 
because, for twenty-five years, this man has been 
handling financial matters and has, presumably, 
developed the habit of accuracy along with a 
knowledge of certain practical phases of accounting 
and office routine. He has also acquired some 
knowledge of law. 

It is within the observation of every one, that 
business organizations hesitate to employ men who 
are fairly mature in years. They much prefer, 
as a general rule, to employ young men. A man 
over forty-five would, therefore, be under some 
handicap in seeking an opportunity to use his 
Accountancy knowledge on a salaried basis with 
a business organization. This does not mean that 
it is impossible for a man over forty-five to obtain 
a salaried position, but it would probably be more 
difficult for him to do so than it would be for a 
man of thirty or thirty-five. 


Wd Bee a vocational change in the early 


When a man of mature years, however, prepares 
for Accountancy practice, he is likely to find that 
his maturity, if it is accompanied by a good 
personality and dignity, helps to establish con- 
fidence, and by virtue of these facts, he will be 
better able to establish a practice than a younger 
man. In short, clients are more likely to trust 
to the judgment of a person who has reached 
maturity, and who has experience, than to the 
judgment of a young man who may be lacking in 
these respects. 

There have been a number of instances in which 
men between forty and fifty years of age have 
established public practices without great difficulty. 
This does not mean that one can hope to establish 
a lucrative practice without hard work and some 
sacrifices, but it does mean that the task has been 
accomplished successfully. Of course, no man 
can hope to establish a successful practice at any 
period of his life, unless he possesses the right 
personality and other qualities necessary for pro- 
fessional work. 

A good education is essential, and it is also 
necessary that one meet the requirements of the 
particular state in which he plans to take the 
examination with respect to the matter of adequate 
education and experience in accounting work. In 
New York State, for example, one must have a 
high-school education, or its equivalent, and must 
have five years of accounting experience, two of 
which must be with a certified public ac- 
countant. ; 

Frequently, however, a man may possess all 
these qualifications, but financial and family 
affairs make the undertaking so difficult, and the 
sacrifices so great, that it is doubtful whether 
he should attempt to make the change to pro- 
fessional Accountancy practice. 

In brief, the whole matter so far as it pertains 
to the case that we have been discussing, and so 
far as it pertains to any middle-aged man who 
desires to enter Accountancy practice, is one that 
must be considered individually, after taking into 
careful consideration all the facts. 
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The Civic Responsibility of the 
Certified Public Accountant 


EWIS E. PIERSON, chairman of 
the board of directors of the Irving 
Bank-Columbia Trust Company, 

and president of the Merchants’ Associa- 
tion of New York City, in the course of 
an address before the American Society 
of Certified Public Accountants, some 
time ago, emphasized the civic responsi- 
bility of the certified public accountant. 
We quote in part from Mr. Pierson’s 
address as it appeared in a recent issue 
of “Greater New York,’’ the official 
bulletin of the Merchants’ Association. 


“In the ordinary sense there is no. 


difference between the civic responsi- 
bility of the Certified Public Account- 
ant and that of any other good citizen. 
But in the broader conception of civic 
duty, there are many ways in which the 
knowledge and experience of the trained 
accountant are of intense importance to 
orderly government. Therein lies the 
civic responsibility of which I wish to 
speak. 

‘“‘We are living in an age when the 
problems of business and of government 
are growing more and more complex. 
Today the administration of a city is 
more difficult than was the government 
of a nation a century ago. 

“The change from comparatively 
simple methods in business and govern- 
ment, to highly complex methods, has 
come upon the modern world with a rush. 
It has not been spread over two or three 
centuries, or even over two or three 
generations. It is the product of 
events which have occurred in the space 
of a single lifetime. 

“T am not one of those who believe 
that modern government is too expen- 
sive for the modern citizen to maintain, 
or that the time is coming when the 
citizen cannot produce enough to sup- 


port himself and his government at the 
same time. No man who knows the 
history of this country or the sound 
common sense of the American people 
can be a pessimist on the future of this 
Nation. On the other hand, no think- 
ing man can shut his eyes to the fact 
that at the present moment the problem 
of financing governmental expenditures 
is particularly grave, and that only the 
most skillful management backed by 
intelligent public opinion can bring us 
through the next quarter century with- 
out serious inconvenience. 

“It is in this connection that I would 
measure“the civic responsibility of the 
Certified Public Accountant. No other 
class or profession has so intimate a 
knowledge of the principles underlying 
sound business and finance; no other 
group of citizens so clearly perceives the 
effect upon industry of excessive taxa- 
tion, or better realizes that by handi- 
capping American industry through 
excessive taxation, American govern- 
ment is reducing the ability of the tax- 
payer to pay his taxes. 

‘To the Certified Public Accountant 
the pages of a financial report, whether 
of a corporation, a municipality or a 
State, are comparatively easy reading, 
while to the average citizen they repre- 
sent an incomprehensible maze of statis- 
tics. In discharging his civic responsi- 
bilities, therefore, the Certified Public 
Accountant has a wide sphere of public 
usefulness. He can not only constitute 
himself an unofficial observer of the 
progress of city, state and national 
finances, but he can interpret what he 
observes to those of his fellow-citizens, 
who have not had the advantage of 
technical training and experience in 
financial matters.”’ 


ERNEST PEARSON, Class B3313, 
Pace Institute, New York, recently 
accepted, through the Pace Agency for 
Placements, Inc., a position in the ac- 
counting department of The Peerless 
Light Company, 539 Broadway, New 
York City. 


SIDNEY NEWMAN, Class’ B3313, 
Pace Institute, New York, has accepted, 
through the Pace Agency for Placements, 
Inc., a position as assistant bookkeeper 
with the Radio Stores Corporation, 218 
West 34th Street, New York City. 


J. G. LILLIE, formerly a student of the 
Pace Courses at Cleveland, Ohio, is now 
secretary of the Conneaut Metal Works 
Company, Conneaut, Ohio. 


SAN FRANCISCO INSTITUTE 
OF ACCOUNTANCY 


Conducting 
PACE STANDARDIZED COURSES 


announces the removal of its offices 
and classrooms to 
No. 38 Sansome Street, San Francisco, Cal. 


HOWARD A. DODD, a former stu- 
dent at Pace Institute, New York, is 
now cost accountant and office manager 
for the Decorative Metal Manufacturing 
Company, 196 Degraw Street, Brooklyn, 
New York. Prior to occupying this 
position, which Mr. Dodd accepted 
through the Pace Agency for Placements, 
Inc., he was assistant controller of the 
American Hard Rubber Company, 11 
Mercer Street, New York City. 


“STANLEY S. SEIP, Pace Institute, 


New York, has accepted, through the 
Pace Agency for Placements, Inc., a 
position as bookkeeper with Liggett’s 
Drug Stores, 41 East 42nd Street, New 
YorkaCity. 


STEWART A. STEEN, C.P.A., an- 
nounces his withdrawal from the part- 
nership of Robinson, Kinney, Kling, & 
Steen, to become a member of the firm 
of J. H. Wren & Company, with offices 
at Norfolk, Virginia, Bluefield, West 
Virginia, and Bristol, Tennessee. J. H. 
Wren, C.P.A., senior partner in this firm 
was graduated from the Pace Courses in 
1914. 
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THOMAS R. LILL, C.P.A., a graduate 
of Pace Institute, Extension Division, 
has been serving as a member of the 
Finance Commission which has been 
reorganizing the banking conditions in 
the Republic of Colombia, S. A. Other 
members of the Commission were Pro- 
fessor Edwin W. Kemmerer, professor of 
economics at Princeton University; 
Howard M. Jefferson, of the New York 
Federal Reserve Bank; and F. R. Fair- 
child, of the economics department of 
Yale University. It is said in Colombia 
that the work of this Commission un- 
doubtedly averted a financial panic in 
that country. The President of the 
Republic of Colombia presented the 
members of the Commission with gold 
medals for their services. Mr. Lill’s 
office in New York is at 25 Broad Street. 
It is reported that he will spend several 
months in Bogota, Colombia. 


MISS ETHEL M. NODEN, a graduate 
of Pace Institute, New York, has ac- 
cepted a position as bookkeeper with 
the National Cloak & Suit Company, 
207 West 24th Street, New York City. 
Miss Noden secured this _ position 
through the Pace Agency for Place- 
ments, Inc. 


T. COLEMAN ANDREWS, C.P.A., a 
former student in Pace Institute Ex- 
tension Division, was a recent visitor at 
Pace Institute, New York. Mr. An- 
drews is now engaged in public practice, 
with offices at 401 American Bank Build- 
ing, Richmond, Virginia. 


WILLIAM J. CHRISTIAN, C.P.A., a 
former student in the Day-school Divi- 
sion of Pace Institute, New York, an- 
nounces the opening of an office for the 
practice of Accountancy and related 
subjects at 2117-19 Jefferson County 
Bank Building, Birmingham, Alabama, 
under the firm name of William J. 
Christian, Certified Public Accountant, 
and Associates. 


J. ARTHUR MARVIN, C.P.A., who 
was formerly a student in the Fx- 
tension Division of Pace Institute, has 
been admitted to partnership in the 
firm of F. W. Lafrentz & Co., ac- 
countants. Mr. Marvin is in charge 
of the Sele: office for his firm. 


ABRAHAM FRANZBLAU, of the 
Department of Education of the College 
of the City of New York, was recently 
appointed principal of the Hebrew Union 
College School. This school opened on 
November 5, and will be temporarily 
located in Temple Emanu-El, Fifth 
Avenue and 43rd Street, New York City. 
The college is to be maintained for the 
purpose of educating teachers in the 
religious schools of the Reform Syna- 
gogues. Mr. Franzblau, for the past 
two years, has been a student in the 
Evening-school Division of Pace Insti- 
tute, New York. 


ALBERT H. HAM, Pace Institute, 
Boston, has accepted, through the Pace 
Agency for Placements, Inc., a position 
as accountant with the American Insti- 
tute of Mining & Metallurgical Engi- 
neers, 25 West 39th Street, New York 
City. 
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From Montana to New York 


to Study Accountancy 


By Allen Watson, Student in the Day-school Division, 
Pace Institute, New York 


Allen Watson, of Hardin, Mon- 
tana, came all the way to New York 
City this past fall to study Account- 
ancy and Business Administration. 
_He came from his home town in 
Montana to Chicago with a cattle 
train. He gives below an account of 
his experiences on the trip from the 
far West to New York City, which, 
we feel certain, will be read with 
Sreat interest. [EDITOR] 


HEN I decided to leave my 

home in the town of Hardin, 

Montana,and come to New York 
to study Accountancy at Pace Institute, I 
felt that I should do whatever I could to 
save money on the long trip. By com- 
ing with a shipment of cattle to-Chicago 
I figured out that I could save over fifty 
dollars. The experience in traveling 
with a stock train was one I had wanted 
for the last few years; so I began laying 
plans for the trip. I finally signed a 
contract with the Henrich Cattle Com- 
pany. This is one of the large com- 
panies operating in the surrounding 
country. They run over thirty thou- 
sand head of cattle on Indian reserva- 
tions. The beef stock are shipped in 
the month of August and the first of 
September. Two weeks before I left 
they shipped a train load of four-year- 
old steers that brought $9.75 a hundred, 
which topped the Chicago market for 
the year. 

The train I came on loaded at Spear’s 
Siding on August 30th. With some 
friends, I motored on the morning of the 
thirtieth to Spear’s Siding, which is 
about forty-two miles from Hardin. 

Spear’s Siding is a place to load 
cattle. It is built near some water in a 
quiet place. The cattle are afraid 
where the surroundings are different 
from the range, because there they 
seldom see any one except on horseback. 
The yards or corrals are, for this reason, 
built up as high as the top of a man’s 
head on horseback, in order to keep the 
cattle from jumping out. At that some 
have been known to clear the top with 
ease. The corral has two large pens 
where a hundred head or more can be 
kept at once. The corral has room for 
loading four carload lots, and runs in to 
an alley which has gates that open 
across it. Each carload is run in to one 
of the four pens and then in to the cars. 
It usually takes about five hours to 
load one thousand head, and longer if 
you don’t work carefully. 

After forty-three cars were loaded the 
train was pulled into Wyola. All the 
contracts were signed there. I signed a 
contract for seven cars. This gave me 
the right to accompany the stock and to 
return over the C. B. & Q. Railroad 
within thirty days. 

Mr. Short, Mr. Stevens, and I were 
the only ones with this particular 
shipment. Each person must have two 


cars to secure a pass both ways. We 
rode in the way car or the one in which 
the rear brakeman and the conductor 
stayed. A bench with cushions on 
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it was on each side of the car. These 
benches were quite comfortable to sleep 
on, and, as it rained the first night, it 
was very easy to sleep. We pulled off 
our shoes, sleeping in our clothes with 
a coat over us. I can’t remember when 
I slept more comfortably. At each 
division a change of engine and way car 
was made. Sometimes we had _ to 
change late at night or early in the 
morning. Generally, we would be 
asleep, so the conductor would awaken 
us a few minutes before the train arrived 
at the next station. The train men were 
unusually sociable with us; although 
some seemed rather cranky or “hard 
boiled.” It was no easy matter to 
change way cars at night in the yards 
of a division point, but with directions 
from the railroad men we had little 
difficulty. At times there was a rush 
for something to eat as the train would 
stop only a few minutes to change 
crews at some of the divisions. 

At three o’clock, Friday, August 31st, 
we arrived at Alliance, Nebraska. All 
stock trains must feed there, as it is the 
only yard in the vicinity. After we 
pulled into Alliance it rained hard for 


-an hour, and the yards were wet and 


uncomfortable for the cattie. Six trains 
were in there that same afternoon, and 
so we had to leave the same evening to 
make room for another train that was on 
the road. The yards had chutes enough 
to unload all cars at once. The cattle 
in each car are fed and watered in a pen 
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separately. The same carload is put 
back into the same car, which is side- 
tracked while other trains are loaded or 
unloaded. 

Twenty-two cars of stock were added 
to the forty-three, making a total of 
sixty-five cars or around 1500 head of 
stock. Lincoln, Nebraska, was the next 
large yard—only a short run from 
Alliance. The next jump to Chicago 
was along one. Creston, Iowa, divided 
the distance. At this yard they could 
take care of only fifty cars. The forty- 
three cars of the Henrich Cattle Com- 
pany were included in the shipment to 
Creston, Iowa. 

The country I passed through was 
quite rough except for a strip through 
Iowa. Corn was the major crop in 
Iowa and Nebraska. Some of the 
fields were good, while others through 
Nebraska and South Dakota seemed 
very poor. Around Crawford, Nebraska, 
potatoes were grown in large acreages, 
fifty to one hundred acres in one field. 

When the weather was favorable I 
rode on top of the cars viewing the 
landscape at a speed of forty miles an 
hour. When the train stopped, two of 
us, one on each side, went along the 
train getting up the cattle that were 
down. Sticks were used to punch them 
to make them get up. Unless the 
shipper does this he will lose some 
because they die in a short time if they 
can’t get up. 

Early Sunday morning, September 
2nd, we arrived at Creston, Iowa. The 
weather was pleasant, making it a good 
day for the cattle to rest. They drank 
a large quantity of water because they 
drank very little in Alliance. Loading 
began at seven in the evening and was 
finished three hours later. We crossed 
the Mississippi River early in the 
morning near Plattsmouth, Nebraska. 
I think the river is about a mile wide at 
this particular place. 

Several men were loading a few cars 
of cattle at a little town in Iowa. The 
train had to stop to get water and I fell 
into conversation with some of the men. 
They couldn’t see how so many cattle 
could be owned by one company, or 
how they were raised. 

I will never forget what a conductor 
said to me at the beginning of a new 
division, when he found out that we 
were from Montana, and that only 
three of us were with the train. ‘TI 
thought so,”’ he said, “if the train was 
from the surrounding country there 
would be forty-three farmers with it.” 

About five o’clock, Monday evening, 
September 3rd, we drew into the out- 
skirts of Chicago. The yards are 
twenty-five miles from the edge of the 
city. It was nine-thirty before the train 
pulled up the chutes to unload. This 
delay was due to switching and waiting 
for trains to pass us. We stayed at the 
Stock Yard Inn Monday night. The 
next evening I went to visit a friend 
living in Chicago. Four days in Chicago 
gave me an idea what the city was like, 
and, as a result, many city things looked 
familiar to me when I arrived at New 
York. 

I left Chicago at three P.M., Saturday, 
September 9th, taking the Michigan 
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Central to Buffalo. The train was 
crowded with people. Riding in a way 
car would have been preferable. It 
rained all night and the following day 
was cold and cloudy. I intended to 
stop off at Niagara Falls a few hours 
but the weather was unfavorable. At 
Buffalo I changed to the New York 
Central, coming down the Mohawk 
Valley and the Hudson River Valley. 
The country was beautiful, but the 
farms and crops were different from 
what I was used to seeing. 

I reached the Grand Central Station, 
New York, at six-thirty in the evening. 
I took up my school work the following 
Wednesday. I find the people agree- 
able, and feel that I shall learn to like 
the city of New York. I intend to 
take the complete Accountancy Course 
at Pace Institute. 


Day-school Students Visit 
New York Stock Exchange 


N October 8th, eighty students of 
the Day-school Division of Pace 
Institute, New York, made the 

first field trip of the season to the New 
York Stock Exchange. These field 
trips constitute a distinctive feature of 
the work of the Day-school Division of 
the Institute. After observing the trad- 
ing operations from the gallery of the 
Exchange, the group was given an in- 
structive talk in the Board of Governors’ 
room of the Exchange, by Jason Wester- 
field, director of publicity. Mr. Wester- 
field outlined the various phases of 
Stock Exchange operation and explained 
many of the terms used on the floor of 
the Exchange. A rising vote of thanks 
was given Mr. Westerfield at the con- 
clusion of his lecture. The trip was 
greatly enjoyed by all the students. 


ALFRED F. UPSON, of the Law 
faculty of Pace Institute, New York, 
talked to the Day-school Assembly on 
Monday, October Ist, on different 
methods of developing the memory. 
Mr. Upson emphasized particularly the 
importance of a good mernory to the 
student, as well as to the business and 
professional man. He illustrated his 
talk with an interesting memory test. 
His talk was closely followed. 


HAROLD W. OSTERHOUT, head of 
the auditing department of the National 
City Bank of New York, and a member 
of the Accounting faculty of Pace 
Institute, New York, spoke at the 
regular weekly Assembly of the Day- 
school Division, on Monday, October 
15th. Mr. Osterhout described bank 
accounting. In the course of his talk, 
he touched on the way in which a bank 
is organized. He also discussed re- 
serves, loans and discounts, bonds, 
general ledger, the foreign department 
of a bank, and the personnel. Much 
interest was shown in Mr. Osterhout’s 
talk, 


SAMUEL W. WEBSTER, C.P.A., an- 
nounces the establishment of offices for 
the practice of Accountancy at 136 
Liberty Street, New York City. 
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Educational Work At 
New York Stock Exchange 


GREAT deal of interesting and 

illuminating information concern- 

ing the personnel and educational 
work of the New York Stock Exchange 
is contained in a _ booklet, recently 
published by the personnel department 
of the Exchange, entitled ‘‘A Report of 
the Personnel Department of the New 
York Stock Exchange.’? Mr. Cameron 
Beck is the Personnel Director of the 
Exchange, while the educational work, 
which is a part of the work of the 
Personnel Department, is in direct 
charge of Dr. Birl E. Shultz. 

The personnel department not alone 
encourages employees of the New York 
Stock Exchange to attend evening 
school, but practically requires that all 
employees whose education is insufficient 
attend evening school. In fact, special 
consideration in regard to promotion is 
given those employees who, after com- 
pleting a regular four-year high-school 
course, continue their work by attending 
evening classes in finance or other 
subjects pertaining to the work of Wall 
Street. 

From year to year, an increasing 
number of high-school graduates enter 
the employ of the Exchange, but, in 
spite of this fact, a greater number of 
employees are each year utilizing their 
overtime by attending evening school. 

As an indication of the marked interest 
and increase in educational work, the 
following quotation from the booklet 
referred to above is given: ‘On July 1, 


1918, only thirty employees were en- 
rolled in evening schools. During the 
last year 219 of the Stock Exchange 
employees have taken up thirty-four 
different studies in fifty-four evening 
schools in New York City and the 
commuting zone.’’ An interesting an- 
alysis is made of the subjects studied by 
employees of the Stock Exchange: 
109 are studying Business English; 38, 
Finance; 35, Typewriting and Stenog- 
raphy; 31, Economics; 29, Bookkeeping; 
28, Commerical Law; 23, Accounting; 
and 20 Spanish. There are many other 
subjects also studied. The ones given 
above, however, are those chosen by 
the majority of the employees. 


The employees of the New York Stock 
Exchange have many opportunities for 
advancement, not only in the employ of 
the Exchange itself, but also in the 
offices of the members of the Exchange. 
Their choice of subjects for overtime 
study shows the attitude of these young 
men, and of those who are advising them, 
with reference to subjects which will 
best fit them for advancement—such 
subjects as English, Accounting, Book- 
keeping, Finance, and Law. 


The subjects which these young men 
have elected to study give them not 
only specific training for a particular 
piece of work, but also assure them that 
broad grasp of those principles which 
underlie the structure of modern business 
organization. 


Should a Junior Accountant Know Stenography? 


recently wrote to the Editor as 
follows: , 

“In the August edition of THE PACE 
STUDENT is published the address of 
John Watt, given at the Pittsburgh 
School of Accountancy. 

“In the course of his speech Mr. Watt 
mentioned the fact that the term 
accountant has been very loosely used, 
and, as an example, he referred to an 
advertisement inserted ‘not so many 
years ago’ in a small-town paper. The 
enclosed clipping from this morning’s 
New York Times proves that not only 
the ordinary layman, but also some 
C.P.A. in New York, has a rather hazy 
idea of the work of an accountant: 
otherwise he would not have inserted in 
a metropolitan newspaper in the year of 
our Lord, 1923, this advertisement in 
the ‘Male Help Wanted’ column: 


‘ACCOUNTANT, with some ex- 
perience, by C.P.A.; must know 
stenography and tvpewriting... .’ 


A READER of THE PACE STUDENT 


‘‘Why expect the average layman or a 
small-town company to know what the 
duties of an accountant are when a man 
in the profession impliedly informs the 
public that they do not differ from those 
of a stenographer or typist?”’ 

Mr. Homer S. Pace’s reply is of such 
general interest that we reproduce it 
herewith: 


“Your interesting letter of October 
12th is at hand. I can well understand 
your feeling with respect to the want 
advertisement in The New York Times 
in which a certified public accountant 
advertises for an ‘Accountant, with 
some experience; must know stenography 
and typewriting.’ 

“TI hardly think, however, that you 
can conclude that ‘a man in the profes- 
sion impliedly informs the public that 
they (duties of an accountant) do not 
differ from those of a stenographer or 
typist.” Oftentimes, a certified public 
accountant, in establishing his own 
practice, needs an assistant who can do 
junior work part of the time, and who 
can also do duty in preparing reports. 
Even though the accountant has two or 
three members on his staff, it is often 
desirable for him to employ a junior who 
can assist in the report work. It will 
interest you to know that the five 
members of the firm of Pace & Pace, 
three of whom are certified public 
accountants of New York, and one a 
certified public accountant of Ohio, and 
one a member of the New York and 
Ohio bars, are all experienced stenog- 
raphers, and any one of them, in a 
pinch, could prepare an accounting 
report in typewriting. The same could 
be said of a number of the senior account- 
ants on the practice staff of the firm. Of 
course, no one of these men actually does 
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work of this character, but at some stage 
of the vocational career of each one of 
‘them, he did valiant duty upon the 
typewriter. 

“T hope you will not conclude fromm 
this that I consider a knowledge of 
shorthand and typewriting an essential 
part of an accountant’s equipment. I 
should not advise any young man to 
acquire proficiency in this work merely 
as an aid to Accountancy practice. 
Nevertheless, such knowledge has been 
of great value to hundreds of certified 
public accountants as an incident to 
their work, and many a young account- 
ant obtains opportunity for experience 
by reason of his ability and willingness 
to turn in when occasion requires and 
do a share of the important and difficult 
work of preparing reports in type- 
writing.” 


MRS. G. B. FISHER, a student of the 
Pace Courses at Rochester Business Insti- 
tute, Rochester, New York, has accepted 
a position as bookkeeper with the Laura 
Spelman Hall, a branch of the Young 
Women’s Christian Association, 607 
Hudson Street, New York City. Mrs. 
Fisher accepted her new position through 
the Pace Agency for Placements, Inc. 


A high rate of interest and no 
risk—the best itnvestment—educa- 
tion. 
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Boston Lectures 


HE first Evening Program of 

Special Lectures and Discussions 

was held in the lecture room of 
Pace Institute, Boston, in Tremont 
Temple, on Monday evening, November 
19. 

Charles T. Bryan, C.P.A., a member 
of the firm of Pace & Pace, discussed 
“The Analysis of Financial Statements.” 
His lecture was illustrated with state- 
ments taken from practice. 

“Accounting Aspects of Corporate 
Organization and Management’? was 
discussed by Francis J. Lally, manager 
of Pace Institute, Boston. Much in- 
terest was evinced in both lectures and 
in the general discussion which followed. 


GEORGE M. LATTIMER, of the 
faculty and executive staff of Pace 
Institute, New York, gave a talk on 
“English for Accounting Purposes’’ 
before the weekly Day-school Assembly 
of Pace Institute, New York, on Mon- 
day, October 29th. Mr. Lattimer read 
several interesting passages from an old 
book on accounting, written one hundred 
and sixty years ago—examples of English 
style particularly appropriate in writing 
dealing with accounting matters. Mr. 
Lattimer also discussed accounting 
definitions and accuracy in the use of 
words. 
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New Binders for Pace Texts 


New binders for the text lectures in Accounting and Law may now be pur- 
chased at the cashier’s office, 30 Church Street, New York. The binders 
have black, flexible covers, and may be used for texts, quizzes, and solutions. 
Each binder will hold approximately thirty text lectures. Students will 


find them a great convenience. 


The list price is $2.50. 


Students of the Pace Courses in schools outside New York City will be 
able to purchase these binders from the business offices of their respective 


schools. 


Students may have their text lectures punched for use in these new binders 
by sending or bringing them to the New York Office. 


Pace & Pace 


30 Church Street 


New York 


December, 1923 


WILLIAM HARRIS, a chartered 
accountant of London, England, and 
senior partner in the firm of Willian 
Harris & Company, chartered ac- 
countants, and Harris, Kerr & Cook, 
accountants, New York, died at Leeds, 
England, on October 26th, 1923. Mr. 
Harris was sixty-four years old. 


Mr. Harris was president of the Ritz- 
Carlton hotels of New York and Atlantic 
City, and ‘was instrumental in the 
organization of the Ritz-Carlton chain of 
hotels. He was also chairman of the 
Carlton, Ritz, and Hyde Park hotels of 
London. 


Pace Institute Holds 
Song Week 


NDER the leadership of J. C. 

Myer, of the executive staff of 

Pace Institute, New York, the 
Institute held a ‘Song Week” during 
the first week in October. It is the 
belief of the officials of the Institute 
that community singing, such as that. 
indulged in by many of the leading 
organizations of business and profes- 
sional men, is of great value to students, 
not simply in giving them a bit of 
relaxation from their technical school 
work, but in engendering within them 
something of a community spirit so 
likely to be lost in the rush of busy 
metropolitan life. 

Song Week proved to be a great 
success. A special song program was 
rendered in the Day-school Assembly on 
Monday of that week, while in the 
evening, favorite songs, both old and 
new, were sung by the Evening-school 
students in the assembly-room, under 
the leadership of Mr. Myer. 

The following students at Pace 
Institute ably assisted Mr. Myer by 
their work at the piano: Theodore 
Gommi, Charles H. Poit, and W. 
Howard Clark. 

It is planned to designate one week in 
each month as special Song Week at the 
Institute. , 


HOMER H. BRELAND, attorney at 
law, formerly a member of the Law 
faculty of Pace Institute, New York, is 
now associated with Hart and Senior, 
attorneys, Mayro Building, Utica, New 
York. . 


AUGUST C. SCHULZ, a graduate of 
the Extension Division of Pace Institute, 
New York, has accepted, through the 
Pace Agency for Placernents, Inc., a 
position in the accounting department 
of the Long Island Plumbing & Steam 
Supply Company, Freeport, Long Island. 


EDWIN T. VANE, Pace Institute, 
New York, has accepted a position in’ the 
accounting department of Liggett’s 
Drug Stores, 41 East 42nd Street, New 
York City. Mr. Vane accepted this 
position through the Pace Agency for 
Placements, Inc. 
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_ Address to Graduates of Pace Institute; recs Y ork 


By Homer S. Pace, C.P.A., at Annual Commencement Exercises 


Held on Saturday Evening, November 17th,\f9 2320) 7 y ag 


ADIES and Gentlemen—Guests, Faculty, 
and Graduates of the Institute: We have met 
here to-night in the heart of the great metrop- 

olis to celebrate a noteworthy accomplishment— 
the satisfactory and honorable completion, by a 
large number of young men and women, of an 
arduous course of study.. It is altogether fitting 
that we should thus come together in an intimate 
and friendly way, without undue formality, to 
rejoice in good work well done—to take measure 
of this noteworthy accomplishment, and to con- 
sider its bearing upon the lives of the men and 
women. who are graduating to-night and upon the 
affairs of the community and country of which we 
are all a part. 

We may profitably, at the outset, consider the 
nature of this study accomplishment. To many 
of you—fathers, mothers, wives, and sweethearts— 
the Institute has been a potent, but unseen, force— 
a power that has reached out and gripped a dear 
one with a force so compelling, with an effect so 


“great, that his personal habits, his methods of 


living, and his very processes of thought have been 
radically modified. Why has this driving urge 
taken possession of one who may previously have 
been comfortably indifferent to the productive use 
of his time, to the wise expenditure of his energy? 
Why has he developed this allegiance to an invis- 
ible something, to an entity that may have taken 
no more definite form in your home than would 
result from the use of the cryptic words ‘‘Thirty 
Church’’? 

To you, our guests this evening, is due an ex- 
planation of this phenomenon, a more definite 
delineation of this unseen force that has been 
shaping, for the better we hope, the lives of the 
young men and women whom you honor by your 
presence to-night. 

The urge, which has thus, for a period of years, 
brought these graduates away from their firesides 
and into the lecture rooms of the Institute, is due 
to the establishment at 30 Church of the age-old 
relationship of teacher and pupil, of teacher and 
student. The term “pupil’’ is associated with 
the same Latin root as the word ‘“‘disciple’’, and 
carries with it the feeling of allegiance to a master. 
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The term “student,” in its basic Latin meaning, 
denotes an eagerness to learn. These graduates 
have been both pupils and students—as pupils 
they have been loyal to their teachers, as students 
they have been eager to learn. At the times 
appointed for their attendance, nothing short of 
physical disability or other controlling emergency 
has been permitted to interfere with their self- 
imposed obligations. 

From time immemorial, this relationship of 
teacher and pupil has been a vital factor in the 
affairs of men. In these relationships, religious 
precepts have been inculcated, philosophies have 
been given to the world, political systems have 
been evolved, and the languages and the other 
subjects necessary to the use and the development 
of the arts and sciences have been taught. This 
fundamental human relationship found expression 
in the caves in which savage men transmitted to 
their successors the art of shaping tools of stone as 
certainly as it to-day finds expression in the schools 
and universities of this modern city of New York. 

The road to knowledge, no matter how pleasant 
the association of teacher and pupil may be, is 
never an easy one, either for the student or for the 
teacher who accompanies the student on his 
arduous way. Lincoln, Washington, Caesar—the 
great men of all time—acquired knowledge by the 
same kind of sustained effort, by the same type of 
self-denial, that they who are graduating here - 
to-night have practiced. The world of study is a 
democracy, in which preferment is earned and not 
conferred. The teacher, it is true, by his thinking 
and by his written and spoken presentation of 
principles and facts, leads the way, and by his 
presence and by his words of guidance he sustains 
and encourages the seeker after knowledge. The 
chief burden of educational accomplishment, how- 
ever, has rested and must forever rest upon the 
persons who acquire the knowledge. This bur- 
den these graduates have manfully borne. 

Incidental distractions have often interrupted, 
but have never prevented, the productive associa- 
tion of teacher and pupil. Socrates and his pupils, 
enjoying intellectual companionship in the streets 
of Athens, were subjected to the jeers of the idly 
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curious; and the great teacher, after the waning of 
the fervor of the teaching session, confronted an 
ordeal even more severe—the justification to 
Xantippe, the wife of his bosom, of the expenditure 
of his time on a group of those whom she considered 
mere Athenian street idlers. 

Time moves on, but fundamental verities do not 
change. Still have we in this modern Athens of 
New York the foregathering of teachers and stu- 
dents. Still do teachers give of their time and 
energy for the benefit of their charges. Still do 
students converge at predetermined places, after 
hours of weary work, for the acquisition of knowl- 
edge. Still have we the idly curious and, mayhap, 
an occasional Xantippe. In modern lecture rooms, 
in universities, and in private schools, the ancient 
faith is kept and the relationship of teacher and 
student flourishes in this city as. it did in Athens 
in the days of Socrates. 

That which we call a school or college is but an 
incident to this vital relationship of teacher and 
pupil. If a teacher rises in thought and method 
above the mere transmission of conventional 
thought by conventional processes, if he presents 
a philosophy that aids in the difficult business of 
successful living, he attracts students. In the 
course of time, a number of his students will 
become teachers, and a part of these teachers will 
desire to associate themselves with the original 
teacher. Suitable facilities in time will be pro- 
vided, and the entity that we know as a school 
comes into being. In this way, all great schools 
of the past have developed, and in this way all 
worth-while educational agencies of the future 
must come. 

We are inclined to place too much emphasis 
upon the school itself, upon the brick and mortar 
of its buildings, upon its laboratories, upon its age 
and traditions. All of these, of course, are of 
moment, but their usefulness rests upon the teach- 
ing conceptions of the associated teachers, and,. 
finally, upon the personal relationship that exists 
between teacher and pupil. 

A school, we should always remember, is not an 
end in itself. It is merely a place where succeeding 
groups of students meet with teachers for the 
purpose of acquiring knowledge that is later to be 
transmuted into the realities of living. The school 
lives, in the true sense, not by reason of its immedi- 
ate activities, but by reason of the influence it 
exerts in the world of affairs through the acts of 
its graduates. When the mere mechanism of a 
school submerges the teaching spirit, when the 
school becomes an end in itself, then does the 
school become ritualistic and, in time, decadent. 
Whenever and wherever a teacher and his pupil 
meet in productive relationship, then a school, in 
the truest and best sense of the word, exists. 

Pace Institute, friends and graduates, we 
believe to be a school in the truest and best sense 
of the term. Its origin is found in a spirit of 
educational service; its curriculum is based upon 
a distinctive conception of the correlation of the 
sciences of economics, law, and accounting as 
applied to the organization and conduct of busi- 
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ness activities; its teaching methods are distinctive 
and eminently productive. 

The conceptions of the founders of the Institute 
first found concrete expression in an old-fashioned 
house known as 111 State Street, Brooklyn—in 
the rear bedroom on the third floor. This room, 
cozily furnished, and warmed by a grate fire, was 
occupied some twenty years ago by James F. 
Hughes, who was the first of the many thousands 
to take the courses of study pursued by the 
graduates who are present to-night. He induced 
his friend, James F. Farrell, to join him in his study 
activities, and in this room the two originators of 
this school met with these two young men in study 
comaraderie. Teachers and students alike were 
willing to depart from conventional methods and, 
respectively, to impart and to acquire knowledge 
in a new and distinctive way. 

Both of these men have attained prominence in 
the professional life of this city. The first student, 
Mr. James F. Hughes, served many years as 
treasurer of the New York State Society of Certified 
Public Accountants, and is in active Accountancy 
practice, and incidentally serves as the Vice- 
president of the Manhattan Elevated Railroad 
Company; the second student, Mr. James F. 
Farrell, present with us to-night, is secretary of 
the New York State Society of Certified Public 
Accountants, and is in partnership with Mr. 
Hughes in the practice of Accountancy. They 
have pioneered the way for similar achievements 
by many men and women who have since gradu- 
ated. 

During the twenty years that have elapsed since 
this humble beginning, many developments in the 
school work have taken place. The courses of 
study have been amplified and improved, the 
teaching methods have been developed, and 
similar schools have been established in other cities. 
All the problems incident to the conduct of modern 
schools with large enrollments have been measur- 
ably solved. 

We are not concerned to-night, however, with 
a minute review of the school procedure used in 
the Institute. We are concerned, rather, with the 
fact that these young men and women who are 
graduating to-night, have for three long years or 
more conformed to rigorous requirements of instruc- 
tion. We are, incidentally, appreciative of the 
fact that the members of the faculty, many of 
whom are successful practitioners of Law and of 
Accountancy and far beyond the need of the 
pecuniary rewards of teaching, have at great 
personal sacrifice and exertion met with these 
students from night to night over this long period 
of instruction. We especially desire to visualize 
this long and intimate relationship that has meant 
so much to both teachers and students. 

Let me impress upon you briefly the monu- 
mental character of the task that these graduates 
have accomplished. They have made a study of 
the science of the law—a study that has embraced 
the whole range of a bar course with the exception 
of criminal law—a study by means of which they 
have developed, not only the ability to reason 
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with respect to property rights and contractual 
relationships from the viewpoint of the law, but an 
understanding of the legal structure upon which 
the very life of the nation itself depends. They 
have acquired the most comprehensive knowledge 
of the modern processes by which value facts are 
recorded and stated—a professional equipment of 
the most technical and productive sort, whether 
used in private business employment or in the 
professional practice of Accountancy. ‘They have 
acquired, as correlated subjects, a knowledge of 
the controlling principles of economics, finance, and 
organization—principles to which all successful 
commercial organizations must conform. They 
have passed the most comprehensive and rigorous 
examinations in these subjects, so far as I know, 
that have ever been imposed by any school or 
authority. All of this knowledge, and more, 
these young men and women have acquired by 
consistent study carried along, in the great majority 
of instances, in conjunction with daytime work; 
that is, in conjunction with duties that would 
ordinarily be considered to be a normal load for 
the average person to carry. 

College graduation, whether of a cultural or a 
technical character, is a great achievement—an 
achievement. for which I have the most profound 
respect. In justice to our graduates, I must say, 
however, that their achievement in the matter of 
self-denial, in the matter of sheer weight of the 
burden carried, transcends the accomplishment of 
the college graduate. Please understand that I 
am not comparing the worth of a college course 
with the worth of the Institute course. They are 
unlike in their character and are not comparable. 
I am merely comparing the burden which one 
normally carries in college work with the burden 
carried by a student in the Institute. In this way, 
I hope to bring into relief the rare qualities of 
vigor and enthusiasm possessed by the graduates 
who are present to-night. They are the strong 
survivors of a larger group, some of whom, by 
reason of physical limitations or the interposition 
of family obligations, have not yet been able to 
graduate. These sturdy survivors, present to- 
night, may justifiably be proud of their accom- 
plishment of a most difficult task. 

A commencement, however, if the name is of 
significance, is not the end of accomplishment—it 
is merely the beginning. The use of the knowledge 
acquired by study in the Institute is of more con- 
cern to the graduates and to the community than 
is the history of the scholastic past, no matter 
how satisfying and creditable the latter may be. 
_ What community benefit, what individual return, 
may we reasonably expect from the utilization of 
the principles that have been imparted, of the 
knowledge that has been acquired? Our answer, 
while somewhat general, may in certain respects 
be specific. 

Our country is a commercial one. Nowhere in 
the world have production and distribution as- 
sumed the proportions and the intricacy now found 
in the United States. The advent of the chain 
store, of standardized production, of motor trans- 
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portation, and of the other innumerable expres- 
sions of modern life calls for the formulation of a 
science of commercial organization. 

During the last fifty years, the methods of pro- 
duction and distribution have changed radically 
from the methods that sufficed for the needs of 
mankind for the preceding five thousand years of 
recorded history. We are now entering a new 
commercial age—a period in which our own 
country may be expected to lead in the world of 
economic affairs. In order to take leadership and 
to maintain our supremacy, we must devise and 
improve governmental budgets, remake and. im- 
prove our tax systems, revise our tariff schedules, 
develop our regulation of transportation utilities, 
reduce the costs of distribution, and eliminate 
waste. In brief, we must formulate a new science 
for the better control of all of the innumerable 
transactions affecting money and money’s worth. 

To whom must we look for expert advice and 
assistance in these important matters? For legal 
counsel, to the lawyer; for technical counsel in 
matters of plant and operation, to the engineer; 
for technical counsel as to building construction, 
to the architect; for advice as to sanitation, to the 
medical practitioner. But for help in the science 
of commercial organization itself, for the secure- 
ment of financial facts upon which management 
is based, for the compilation of statistics needed 
to guide us along the difficult paths of commercial 
progress, we must look to the practitioners of an 
entirely new profession—a profession which, if in 
our minds we properly amplify the word, we may 
call ‘‘Accountancy.”’ 

It is into this new and developing profession, 
upon which our commercial leaders must largely 
depend for advice and counsel, that we are in- 
ducting the group of 169 young men and women 
who are this night graduating from the Institute. 
From this group should come a number of ac- 
countants who will, by reason of their technical 
training, their natural abilities, and their sterling 
honesty and integrity, take a notable part in the 
gigantic commercial tasks that lie before us. 

May we not reasonably hope that one of them 
may become, as a graduate has become in the past, 
a commissioner charged with the direction of the 
fiscal affairs of a city? May we not hope that one 
of them may become a Commissioner of Internal 
Revenue, directing the collection of the taxes for 
this vast government? May we not even hope 
that one may serve as a future Secretary of the 
Treasury, and direct the fiscal affairs of the entire 
nation? May we not hope that one of them will 
some day guide the destinies of a great commercial 
organization in which many thousands of men and 
women co-operate for some productive or distrib- 
utive purpose? We hope for you, we expect 
from you, graduates of the Institute, great accom- 
plishments. We believe our hopes, our expecta- 
tions, find justification in your technical ability and 
sterling character. 

On this occasion, the last on which I shall exer- 
cise over you the authority of the teacher, I shall 
read to you a creed that was formutated by the 
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late Horatio N. Drury, a greatYeducator, known 
to many of you by reason of his work with the 
school. This creed was originally intended for the 
students of the Institute, but the essentials of the 
creed are as applicable to the affairs of life as they 
are to the activities of students in the Institute. 
I charge you, therefore, to carry with you and to 
practice the precepts of this creed as you play 
your respective parts in the affairs of life. 

Will you please arise and remain standing while 
I read the creed. 

The Creed 


I believe in myself, for I have learned that 
self-confidence enables me to face life with strength, 
courage, and patience. 

I believe in my daily work, for I have found 
that my doing it contributes not only to my 
personal well-being, but also to the well-being of 
my fellow men. 
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I believe in my capacity for development, 
for I have had ample proof that any one can train 
himself to render a larger and a more exceptional 
service, the older he becomes. 

I believe in study as a means of mental 
Srowth, for all my life I have seen usefulness, 
advancement, and prosperity come as a matter of 
course to men and women who have had their 
perspective widened and their reasoning ability 
developed by means of productive study. 

I believe, above all, in honesty, for on every 
hand I see the need for the scrupulous protection 
of the rights of others; and, realizing the responsi- 
bilities imposed upon me by my technical educa- 
tion, my profession, and my duty to my fellow 
men, 

I undertake to maintain at all times and under 
all circumstances the highest standards of honor 
and integrity. 


Graduation at Pace Institute, Washington 
Annual Exercises Held on Saturday Evening, November 24th 


IXTY-TWO graduates of Pace Institute of 
Washington—noteworthy examples of the 
best we have in young and vigorous American 

manhood and womanhood—were formally inducted 
into professional life at the Commencement Exer- 
cises held at the New Ebbitt Hotel, on Saturday 
evening, November 24th. Few graduating classes, 
in Pace Institute or in other schools, have ever 
equalled this one with respect to representing the 
country at large—the graduates came from 28 
states, as well as from the District of Columbia. 
For the entire term of three years, during which 
term they pursued their studies, the lecture rooms 
of the Institute were to these graduates an open 
forum in which divergent views on many general 
and technical subjects were coalesced and brought 
to a professional and vocational focus. 

Judge Willett, who is dean of the law faculty 
of the Institute, and who labors early and late with 
the student-body in the matter of law instruction, 
presided. He called attention to the historical 
character of the large assembly room of the New 
Ebbitt in which the exercises were held—to the 
fact that in this room many of the nation’s fore- 
most men had at various times foregathered. He 
suggested that the perspective of the years to 
come might disclose the fact that those present 
at the commencement were making history in the 
development of a profession destined to become 
great. 

Dean Clark extended the greetings of the Insti- 
tute to the five hundred or more guests who were 
present—fathers, mothers, wives, sweethearts, and 
friends of the graduates. He reviewed the work 
of the graduates and made clear to the guests the 
arduous and comprehensive nature of the course 
of study that had been pursued. 

Mr. Homer §S. Pace delivered the commence- 


ment address. He dwelt, first, upon the intimate 
relationship of teacher and student that had been 
maintained between the members of the faculty 
and the graduates, and, particularly, upon the 
responsibilities that rested upon the graduates for 
the effective use of their professional knowledge. 
At the conclusion he asked the graduates to arise, 
and while they remained standing he read the creed 
of the Institute, ‘‘I Believe.’’ 

Mr. Charles H. Schnepfe, Jr., who is dean of the 
accounting teaching staff, and who has been a 
member of the Pace Faculty for more than twelve 
years, gave a brief and intimate talk in which he 
gave the graduates the benefit of his long experi- 
ence in the practice of Accountancy. Mr. Schnepfe 
awarded gold prizes and gave credit for merit to 
the following students: for highest standing in 
scholastic attainment, as evidenced by the final 
examinations, Mr. John Edmund Birdsell, prize in 
gold of $25; for highest attainment in original 
thinking and research work, as evidenced by a 
graduation thesis, Mr. Gustav J. Eilbert, gold 
prize of $25; for perfect attendance for the three- 
year period required for graduation, to Mr. James 
Bennett Jones and Mr. William Henry Graham, 
each a prize of $15 in gold. In addition to the 
foregoing, Mr. Leon Strauss, Miss Ella C. Werner, 
and Mr. Gustav J. Eilbert were given Honorable 
Mention for scholastic standing, as evidenced by 
the results of the final examinations; Honorable 
Mention was given to Mr. John Edmund Birdsell, 
to Mr. Kenneth L. Nelson, and to Mr. Forrest 
Preston Neal for attainment in the matter of 
original thinking and research, as evidenced by 
graduation theses; and to Mr. Frank Buckingham, 
Mr. John E. Vickery, Mr. Gustav J. Eilbert, and 
to Miss Grace Elizabeth Malamphy for excep- 
tionally good records with respect to attendance. 
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Corporation Stock Transfer Office Routine 
Graduation Thesis by George Wasko, Pace Institute, New York 


HE proprietorship interest in a stock corpora- 

tion is divided into equal parts or “shares.” 

The investor in a corporation, therefore, is 
said to own so many “‘shares.”” The ownership is 
evidenced by a document known as a “share cer- 
tificate”’ or “‘stock certificate.’’ A certificate may 
be issued for one share or more. The certificate 
issued by the corporation to the shareholder bears 
the signature of certain designated officials of the 
corporation and is sealed with the corporate seal. 
It bears a serial number for identification purposes 
and states the name of the shareholder, the date 
of issuance, and the number of shares which the 
certificate evidences. (Form 1.) 


Certificate No...... 
Capital Stock, $100,000 


THE BLANK COMPANY 
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(Corporate) 
( Seal 


(STUB) (CERTIFICATE) 


Form 1—Stock Certificate 


The shareholder may acquire shares direct from 
the corporation. On the other hand, he may pur- 
chase shares from some shareholder who wishes 
to dispose of his holdings, or may acquire them by 
gift or bequest. In the former event, the stock 
certificate is issued to him by the corporation. 
In the latter event, the stock certificate held by 
the previous owner is transferred to him, an assign- 
ment of the shares being made to him in writing 
by the former owner. 


Necessity for Stock Transfer Office 


In the event that a stockholder acquires a share 
or shares of stock from another person and not 
from the corporation, it is necessary, if he wishes 
to become the “stockholder of record’’—that is, 
if he wishes his name to appear on the corporation’s 
records as the owner of the stock—to surrender 
the share certificate or certificates which he has 
received, and to have a record made on the corpora- 
tion’s books indicating the transfer from the pre- 
vious owner to himself. In a small corporation 


Incorporated under the Laws of the State of New York 


IN WITNESS WHEREOF, the said corporation has caused this certificate 
to be signed by its duly authorized officers and to be sealed with the seal of 


and in a corporation closely held (i.e., one in which 
the stock is not widely distributed, but is held in 
a few hands), the number of such transfers of stock 
is comparatively few. In a large corporation, 
however, such as the American Telephone and 
Telegraph Company, the United States Steel 
Corporation, and the Atchison, Topeka and Santa 
Fe Railway Company, in each of which the stock 
is held by thousands of different persons, and is 
dealt in on stock exchanges, many hundreds of 
transfers are likely to occur in one day. 

Every stock corporation is required by law to 
keep a record of the name and address of each 
stockholder of record, the number of shares held 
by him, the date his ownership was 
recorded, and, in the event he 
received his stock from the corpora- 
tion, the amount he paid therefor. 
These conditions have led to the 
organization, in such large corpora- 
tions, of a special department or 
office which records the original 
issuance by the corporation of 
stock and subsequent transfers in 
the ownership of such stock. The 
purpose of this article is to describe 
the procedures in connection with 
the conduct of such a department, 
which is commonly known as a 
“stock transfer office.”’ 


some corporations find it to 
their advantage not to maintain 
for themselves a stock transfer 
office, but to delegate this function 
to a trust company or a bank, presumably because 
of the fact that the trust company or bank may be 
able to provide better facilities for the conduct or 
work of the nature indicated. Among the corpora- 
tions so delegating their stock transfer business, 
may be mentioned the various Standard Oil 
Companies, The Pacific’ Oil Company, and the 
American Agricultural Chemical Company. While 
this article will deal with the procedures in a stock 
transfer office conducted by a corporation, it may 
be noted that the procedures used in a stock trans- 
fer office maintained by a bank or trust company 
on behalf of its clients are similar to those herein 
described. 


Groupings of Stockholders 


The corporation which will be used as an example 
throughout this thesis, groups its stockholders into 
three classes; viz., “Investors,” ‘‘Brokers,” and 
“Foreign.” The term ‘Investors’ includes all 
domestic holders. The term ‘Foreign’? embraces 
residents of countries outside of the United States, 
Canada, and Mexico. Stockholders residing in 
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Canada and Mexico are included under ‘“‘Investors”’ 
because of their proximity to the United States. 
The term “Brokers’’ is self-explanatory. Because 
of the large number of transfers to and from 
brokers, amounting to possibly more than one- 
third of all the work of the transfer office, a special 
division is advisable with respect to this class of 
holders. 


Receipt of Stock for Transfer 


When stock is received for transfer, the assign- 
ment of the transferer and a power of attorney, 
empowering some person to act as his attorney 
in effecting the transfer on the corporation’s books, 
are examined. The assignment and power of 
attorney are contained on the reverse side of the 
stock certificate or may be executed on a detached 
stock power (Form 2). The power of attorney is 


KNOW ALL MEN BY THESE PRESENTS, 


THAT, FOR VALUE RECEIVED, es have bargained, sold, assigned, and 
transferred, and by these presents do bargain, sell, assign, and transfer we 


shares of the Capital Stock of THE BLANK COMPANY standing in { te name 


| on the books of said THE BLANK COMPANY represented by Certificate No 


+ herewith. 


| AND ( 


ae do hereby constitute and appoint 


> fmy attorney 
a true and lawful { 


irrevocable, for ae and in a Y name and 
+ stead, but to : use, to sell, assign, transfer and set over, all 
or any part of the said stock, and for that purpose to make and execute all necessary 
acts of assignment and transfer, and one or more persons to substitute with full 


Hr ; my ..:; fattorney his 
power, hereby ratifying and confirming all that bed said attorneys or {ir 
peearhey 


mubatitutas shall lawfully do by virtue thereof. 
e have hereunto set ie! hand and geal at 


attorneys ’° 


IN WITNESS WHEREOF, out 
the day of 


Form 2—Stock Power 


usually executed in blank; that is, the name of the 
attorney is»not filled in at the time the power of 
attorney is signed, but at a later date when the 
certificate reaches the corporation’s office. It is 
the custom for the name of some duly qualified 
officer of the corporation to be inserted; and this 
officer, who is usually connected with or in charge 
of the stock transfer office, sees that the transfer 
is properly carried out. 


The signature to the assignment is compared 
with the name on the face of the certificate, 
and the name of the transferee, 
the date of assignment, the name 
of the witness, and Federal and 
State tax stamps are all carefully 
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| dace 192... 


I 
, Received from THE BLANK COMPANY 
| Certifi ate for........ share.. of its Capit 1 Stock 


Presented by 


Ce 


(RECEIPT) 


(STUB) : 


Form 3—Receipt for Stock 


A blank form of receipt is issued to the person 
presenting the stock (Form 3). This receipt is to 
be signed by him when he receives his new certifi- 
cate, and returned to the company. The new 
certificate is issued as indicated by the assignment 
on the back of the certificate or on separate stock 
power, which latter is frequently presented with 
the certificate. The old certificate in the usual 
course is cancelled by a rubber stamp imprint 
and defacement of signatures of the corporate 
officials. 


Transfer Sheet 


The essential information, which is taken from 
the old and new stock certificate or certificates, is 
then entered on a transfer sheet, preferably by 
means of the typewriter. The ruling of this 
sheet (Form 4) is, in the state under whose laws 
this corporation was formed, prescribed by law. 
This transfer sheet takes the place of a Journal. 
The Ledger Check column simply provides for book- 
keepers’ checks in posting. As many of these 
sheets are filled as are required for each day’s 
transfers. They are eventually permanently bound 
and properly labeled as to date, class of stock, 
etc., on the cover and kept on hand for future 
reference. 


Posting to Stockholders’ Ledgers 


The transfer sheets are then turned over each 
day to the bookkeepers for posting. First, all the 
accounts listed on the “Certificates Issued” or 
credit side of the transfer sheet are looked up in 
the ledgers. If the account is a new one, the word 
“New” is stamped in the “Ledger Check” column. 
If the transferee is already a stockholder of record, 
the posting is immediately made to the account 
already on the books. The bookkeeper then looks 


up all the accounts listed on the “Certificates 
Surrendered”’ or debit side of the transfer sheets and 


coe © eee oe 0 8S St eee eee 


scrutinized. If there are any legal CERTIFICATES SURRENDERED CERTIFICATES ISSUED 
y Whom | Certifi- ifi- 
transfer, they are also carefully No. | Trans- Nenot Ledger || To Wnom | aresg [Cott No. of Ledger 


examined; and if all of these mat- ferred 


ters are found to be in order, the 
stock is O.K.’d for transfer. If 
there are any complicated legal 
points to be passed upon they are 
referred to the transfer agent or 
counsel. 


cate | Shares | Total | Check 
No. 


——SSS SO | | 
oo OO} | 


.0 
ae Shares | Total | Check 


————eo  OOOaamamamanamna>=S=E=OCOO@™TT_EPFE™"WE=HBMB—Y—Y S| | |J_ ———— | | 


Form 4—Transfer Sheet 
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posts the entries. All the accounts that are 
‘‘out”’ (i.e., those that balance) are so marked with 
rubber stamp in the “Ledger Check’? column. 
The account is removed from the ledger and, after 
being called back for verification purposes, is 
filed in “‘dead’”’ ledgers. 

The transfer sheets are then given to stencil 
clerks accompanied by a list of new accounts 
(Form 6). The stencil clerks make out stencils 
for new accounts and give each account a dividend 


Certificate Surrendered 


Certificate Issued 


Date No. Shares No. Shares 


Form 5—Stock Ledger 


order number (later described) which is entered 
on the ledgers. The stencils are then run through 
an addressograph machine and the names and 
addresses of the stockholders are thus stamped on 
ledger sheets. The sheets and new accounts are 
returned to the bookkeepers, and the details on 
the transfer sheets are entered on 
the new accounts. The accounts 
are called back for verification 
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affecting the three subdivisions of stockholders 
heretofore mentioned—that is, one book would 
be provided for each of the following: 

Dr. Investors Cr. Investors 

Dr. Foreign Cr. Foreign 

Dr. Brokers Cr. Brokers 
Each of these books is provided with a sheet for 
each letter of the alphabet. The sheets are pre- 


THE BLANK COMPANY 
Changes in Stockholders 


Out Accounts New Accounts Addresses 


Form 6—Changes in Stockholders 


pared by the bookkeepers. At the time of posting 
to the ledgers, the date, whether the account was 
‘“‘new’’ or “out”? or a stockholder of record, and 
the number of shares, would all be entered on the 
alphabetical page under which the account would 
fall. The number of shares is then called from the 
transfer sheets and checked in the memorandum 
records. The total number of shares entered 
in the ‘‘Dr. Investors,” ‘““Dr. Foreign,’”’ and ‘‘Dr. 
Brokers,”’ records should equal the amount entered 
in the corresponding Cr. records. By this means 


purposes, as in the case of “out”’ 


accounts, and are filed alphabeti- Surrendered Shares Issued Shares 

cally in the ledgers. ‘The same ee ae Seti Neal slemerasaage cs oe Shares, Peete INOS Baa) = Semper ae 
: ew York Certificates cutout . Riscshe Pees ats: &'<oieians (DOs fetes rary LELCR Sieve) . cvevctevoueyaic felicia) Ile. as cuctean oe dbciait 

form of ledger ee ere 5) 1S ide ote ioveh we oe | geen i0 rR are INO seen se 

oston Ve CAVESICUL OUWGiwatsc ts te) cietetarstane tates cl cys aman || PEUO ccctet ai -apetag ALLCLeia c, eevetekcrn cvaleter cet eliime cc iclats c. Sear nee Te 

used for each of the three divisions Chicago: Certificates... 2 dee.c | lace dele aes oe Dader 10° Shares, Certificates | ............ 

of stockholders heretofore men- Chicago Certificatescutout.... | .......-.-.. Nocittome Cincheen aud O° ec eae 

tioned. FLOtale et. sr. cths Ee Ot ace en oe LOtGha tere terete ae tats mame 

After the bookkeepers are through ; enn 

with the transfer sheets, the names a es Signed and Cut Out pyaice 

and addresses of the stockholders’ Certificates Cancelled through Error, Nos........... 100 Shares, Certificates No.. 

accounts that balance | (that 1S, ee, Me he ee S 10) ichsceet Caries cae ee ic, ea 

those that are stamped “Out ) are tS aR CRT Saran ge SES as a a Sa Under 6” Shares, Ceitcates bid a dine sh a iehoys 

typewritten on a specially ruled None tosis SsiriGh bahsis i-th est Po 

sheet (Form 6). After all the Toul ieaeder ae oe | ee RE 

“Out’’ accounts have been trans- 

cribed to this sheet, it is taken to 

peeerecmermceoamiment wihere sten- | 8 es Transfer Agent = 


cils for all ‘‘Out’’ accounts entered 
on the sheet are removed from the 
current files. This has the effect 
of keeping the stencils that are alive in accord 
with the live ledger accounts. 


Control of Posting 


Control of postings is secured by means of a 
memorandum record. A loose-leaf book is pro- 
vided for debit entries and for credit entries 


Form 7—Recapitulation of Stock Transfers 


a daily balance is available and made possible. 


Recapitulation of Transactions 


At the close of business every day a record 
(Form 7) which shows number of shares of stock 
surrendered and the number of new certificates. 

(Continued on Page 28) 
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Make the Resolutions 


NDOUBTEDLY some of the resolutions so 
| bravely made about this time of year—many 

of them, in fact—will be broken before 1924 
is many months old. It is to be expected. Yet, 
after all, there is something heartening in the 
custom of making new resolutions at New Year’s. 
They give us an opportunity to crystallize the 
hopes and desires of the year just ending, and to 
put them in material fotm—accomplishments for 
the year ahead. Without some goal toward which 
to work we would flounder, and we can’t afford to 
flounder. So let us close our ears to those who 
would decry making resolutions. Let us resolve 
to plan and achieve, as we have in the past. Even 
the making of resolutions gives us strength. And 
of strength to do we can never have too much. 


Adjust Yourself to Circumstances 


IGIDITY may bea fine thing ina hammer but 
R a bad thing in anelastic band. There may 
be some activities that will permit a man to 
be as rigid and unbending as a piece of steel, but 
they are not many. The professional man, for 
example, must be able to adjust himself to cir- 
cumstances. This is particularly true of the 
accountant in public practice. 

The accountant’s work takes him into all sorts 
of places, into contact with all sorts of people, 
under all sorts of conditions. If he is rigid, and 
finds it hard to unbend and adjust himself to cir- 
cumstances and surroundings, he is likely to have 
a hard time. So will his clients. So eventually 
may his practice or the practice of his employers. 

Regularity is usually desirable. Regularity in 
eating meals is particularly commendable. There 
may be times, however, when a luncheon schedule 
must be modified to meet the wishes or conform 
to the habits of a client. The change may even 
continue during the time the accountant is on 
a particular engagement. Here again he must 
learn to adjust himself to the wishes of the client. 

When a man seems to fit into your way of doing 
things without too much evident effort, you may 
rather like to have him around. A constant 
feeling of hostility fails to engender pleasant work 
conditions. This doesn’t mean that you need to 
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submerge your individuality, not at all. It 
means, simply, that you should learn to adjust 
yourself to varying circumstances, and possibly, 
eventually, even find a little positive pleasure in 
the process. 


Good English Becomes Popular 


their readers. Several pages of a current 

issue of one of the most popular magazines 
in this country are devoted to an article dealing 
with common errors in English. The conclusion 
is obvious. Men and women are using English 
with more care than they have in the past. 

Several metropolitan newspapers have sensed 
this increasing interest in English, and now pub- 
lish regularly columns or departments devoted to 
punctuation, grammar, and word usage. Some 
papers even publish ‘Question and Answer” 
departments. The discussions in these depart- 
ments frequently become spirited. A short time 
ago there was an extended discussion as to whether 
we should say ‘“‘The jury were agreed’ or ‘‘The 
jury was agreed.’ Different readers expressed 
their opinions, until finally the matter was settled; 
and this is only one illustration. 

This interest in English expression on the part 
of newspaper and magazine readers is a good sign. 
It means that the English of the professions, of 
business, and of the trades will gradually improve, 
Expression will tend to be more simple and direct. 
The possibility of misunderstanding will be les- 
sened. All will be speaking the same language in 
the same way. 


| Baa magazines print what interests 


Comfort 


OLKS are beginning to notice the penchant 
PF: comfort developed of late by the American 

business man. Editorial writers of great 
newspapers are writing about it. It is a topic for 
conversation and discussion. 

In truth, the American business man does appear 
to be more sensible each year in matters of dress. 
The tweeds of the Englishman are as common on 
Broadway as knickerbockers on the golf links. 
In spite of the subtle impeachments of the soft 
collar that some advertisers are sounding, that 
particular item of dress continues to flourish like 
the perennial bay tree, and on people who, ten 
years ago, would have been horrified at the thought 
of appearing in their offices accoutred in anything 
but the orthodox starched creations. 

Put the business man of to-day in the habili- 
ments of thirty years ago, and he simply couldn’t 
get going. He would be too conscious of his 
clothes, much too conscious. With comfort comes 
joy, and with joy comes accomplishment. May the 
good work go on, and may the paeans of comfort 
sound abroad. Man glories in his: newly-found 
emancipation from the tyranny of starch and form. 


He will not lightly relinquish it. 


1924 


PACH STUDENT 


Page 25 


Fraud and Dishonesty 


Talk by Bernard J. McGinn, Manager of the Claim Department, American Surety 
Company, New York City, before the Day-school Assembly, Pace Institute, New York 


HEN it was suggested that a 

talk be given you gentlemen, and 

and that the topic be ‘Fraud 
and Dishonesty,’’ there was some reluc- 
tance on my part to accept the invita- 
tion. After consulting with Mr. F. W. 
Lafrentz, president of the American 
Surety Company, and also of the New 
York State Board of C.P.A. Examiners, 
that reluctance was changed to an 
earnest desire to come over and tell you 
some of my experiences, and those of 
others also in our Company, to the end 
that you men might profit by those 
experiences. Now do not misunder- 
stand me. In my job, I am dealing all 
day long with defaulters and their 
methods, and while I intend to tell you 
something about those poor unfortunates 
who stray from the path of righteous- 
ness, and to let you in on some of the 
methods they employ, it is not with the 
idea of teaching you to be crooks. On 
the contrary, I want to point out some 
facts to ‘you men, who, I take it, are 
preparing yourselves to go out into the 
world as accountants, so that you may 
the better know how to prevent and to 
discover defalcations. 

There is much fraud and dishonesty 
practiced today. It is not confined to 
any particular locality. It is universal, 
and, according to the statistics of the 
American Surety Company, there are 
more defalcations at the present time 
than at any time in the history of the 
Company, dating back over a genera- 
tion. 

In the early part of this year, I had 
occasion to make a survey of the claims 
presented against my Company for the 
preceding year. The result led to the 
conclusion that the majority of losses 
were chargeable against young men. 
A further analysis indicated that these 
young men had been reared with little, 
if any, moral training, and in a moment 
of temptation were too weak to resist. 
During the last six months a decided 
change has apparently taken place. At 
least the defaults reported to us have, in 
the main, been committed by older 
men—men who, because of their age and 
experience, should have known better, 
and who should have had a full realiza- 
tion of the penalty for their unfaithful- 
ness to their trusts. 

These statements, however, are purely 
academic in so far as a talk, such as I 
am supposed to give you men, is con- 
cerned, but they will serve to show you 
that proper safeguards are to be pro- 
vided so that men in all walks of life 
will be immediately detected in any 
effort they may make to steal or embezzle 
the money of their employers. This 
is no simple task, for no matter how com- 
plete or comprehensive a_ particular 
accounting system may be, you may 
rest assured that an employee who sets 


out to steal his employer’s money will 
invariably find the weaknesses of the 
system. The ingenuity displayed by 
defaulters is astonishing, and it often 
makes one marvel what wonderfully 
successful men these fellows would be if 
only they applied their talents along the 
proper lines. It is, therefore, a constant 
battle of the wits of the accountants 
and systematizers against the scheming 
of the dishonest employee. 


What One Embezzler Did 


Let me point out one instance of how 
a bank employee was able to hide, for 
almost two years, a shortage in his 
accounts of $15,000. In the particular 
bank I have in mind there was an in- 
terest department, and a sign to that 
effect was displayed over the window of 
one of the tellers’ cages. Now in this 
interest department no money was 
supposed to be taken. The system 
provided that all interest on savings 
accounts would be calculated in this 
department, and depositors should pre- 
sent their books at this window to have 
the interest thereon written up. The 
name of the department, however, was 
somewhat misleading, and one of the 
bookkeepers in the bank observed that 
very frequently savings account deposi- 
tors presented their deposits at that 
window. When the clerk regularly in 
charge of that window was on duty, he 


would direct the depositors to the. 


receiving teller. 

During lunch hour, the bookkeeper 
relieved the interest department clerk. 
If a depositor should happen to show up 
with a deposit during the lunch hour the 
bookkeeper would take the money, enter 
the deposit, and go through the motions 
of calculating the interest, so as to make 
it appear to the other clerks in the bank 
that he was doing just what the interest 
deposit clerk’s duties necessitated his 
doing. He would make the proper entry 
and return the depositor’s book, but he 
would put the money into his pocket. 
He would, at an opportune time, make 
out a deposit slip, and, being the book- 
keeper, would enter the deposit to the 
credit of the depositor’s account in the 
individual ledger. By this process the 
account on the individual ledger was 
always in balance with the depositor’s 
book, and the interest would be calcu- 
lated and credited on the correct deposit. 
The individual ledger, however, would 
be out of balance with the control ac- 
count in the general ledger. The book- 
keeper always knew exactly the amount 
he was out of balance, and accordingly 
doctored his sheets each day. 

Now I suppose you are wondering how 
he managed to conceal this defalcation 
when the individual ledger was audited, 
as it was, several times over a period of 


two years, both by bank examiners and 
by outside accountants. The simplest 
thing in the world. When the auditors 
showed up the bookkeeper was ‘‘Johnny 
on the spot,” and most willing to lend a 
helping hand. He would volunteer to 
help, and inasmuch as listing the indiv- 
idual ledger balances is a rather tedious 
process, his proffered help was generally 
accepted. Sometimes the bookkeeper 
would call off the individual ledger 
balances to the auditor, who would 
list them on an adding machine, or the 
auditor might prefer to reverse the 
operation, he calling off and the clerk 
using the machine. The clerk, how- 
ever, cared little which method pre- 
vailed. He knew exactly what he was 
going to do in either event. Here is how 
he ‘“‘worked”’ the auditor. He knew he 
was short $15,000, and that his ledger 
accounts would show that sum in 
excess of the control account. There- 
fore, if the auditor was calling off, the 
dishonest clerk would drop a thousand 
dollars every now and then from the 
adding machine—that is to say, if the 
auditor called off $3,000, Mr. Defaulter 
would enter the amount on the adding 
machine as $2,000. He would repeat 
this operation until his whole shortage 
had been accounted for. If he was 
calling off, he would drop a thousand 
every so often in the same manner. 
If the call-off and the adding machine 
work was correct, the total would agree 
with the control account, and all was 
well until the auditor called again, and 
likely as not an additional sum would 
have been stolen in the meanwhile. 


Always a Chance of Error 


As I said, the auditing of an individual 
ledger is a tedious job, and there is 
great chance of making errors either in 
the call-off or in the listing, frequently 
necessitating a check-back. This de- 
faulter knew this and, as you will 
remember I said defaulters are very 
ingenious, it is not surprising to know 
that this fellow had a scheme whereby he 
marked each item where he had dropped 
an amount. Just how he did this, is a 
detail I will not go into. The moral to 
be learned from this experience is—do 
not allow a man whose accounts you are 
auditing to call off any figures or to do 
any listing on an adding machine. If 
it is necessary that he must do either, 
then always reverse the operations on the 
call-back. A natural question un- 
doubtedly presents itself to your minds, 
and I anticipate it. The question is: 
“Well, how was this fellow finally 
caught?” The answer is that the 
auditors came at an unexpected time 
and out of the ordinary run of their 
previous calls and while Mr. Bank Man 
was away on vacation. 
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Let me give you another instance 
which will serve to illustrate what you 
have already probably been taught, and 
if not, certainly will be told to you, for 
I remember distinctly when I took the 
Pace Course some nine years ago, it was 
impressed very firmly on my mind, and 
that is—take nothing for granted. 

Some few years ago, there was great 
commotion in the middle west when the 
treasurer of a very large railroad com- 
pany was found to be short $600,000. 
His method of concealing his defalca- 
tions was simplicity in itself. In his 
position of treasurer, all funds of the 
corporation passed through his hands, 
but, judging from the fact that he was a 
defaulter to the tune of $600,000.00, I 
venture the assertion that you are 
thinking at this moment that much of 
the corporation’s money must have 
stuck to his hands. The accounting 
system provided a daily statement of 
cash at stations or in transit from sta- 
tions. For years these statements were 
supposed to reflect the true condition. 
If the additions on these sheets had been 
checked, the shortage would have been 
detected at once. Making incorrect 
footings in the cash book is a common 
method employed to hide depredations 
in a cash account. You should, there- 
fore, never take anything for granted and 
the corollary to this is, you are never 
sure of the total of a column of figures 
unless you have added it yourself. 

I could go on for hours relating cases 
with which I have come in contact, 
some of them pathetic and under miti- 
gating circumstances, requiring in their 
disposition, justice tempered with mercy, 
and others deliberate larcenies demand- 
ing the severest justice, if such a term 
may be used. The psychology back of 
a default is interesting. It is the excep- 
tional case where the deed is malicious, 
and those are the ones that I sepak of as 
requiring severe justice. Generally, a 
man (and women are getting more and 
more into this category) becomes a 
defaulter because of environment, lead- 
ing to gambling or speculation, or 
because of a desire to ‘keep up with the 
Joneses’”” which simply means living 
beyond his income, or, as I heard a man 
say a few days ago, “I am kept poor 
trying to make people believe I am 
rich.’’ He always reasons to himself 
that he is using his employer’s money 


CHARLES S. IMMORDINO, Class 
B3314, Pace Institute, New York, has 
accepted a position as bookkeeper with 
J. B. Caravatta, Inc., 514 West 36th 
Street, New York City. 


R. C. DICKIESON, Pace Institute, 
New York, is now acting as bookkeeper 
and assistant treasurer for William H. 
Stanley, Inc., 100 Hudson Street, New 
York City. Mr. Dickieson was formerly 
with the American Relief Administra- 
tion, 42 Broadway, New York City. 


C. G. HILDYARD, Pace Institute, 
New York, has secured a position in the 
accounting department of Colgate & 
Company, 105 Hudson Street, Jersey 
City, N. J. Mr. Hildyard was formerly 
with the New York Edison Company, 
130 East 15th Street, New York City. 
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only temporarily with the fullest expec- 
tation of putting it back. In other 
words, he makes a loan to himself but 
always without collateral—a rather poor 
class of loan. Judging from the number 
of cases reported to us daily, we average 
about nineteen a day, there are quite a 
few who get caught before they repay 
their loans. 

We had a case, some years ago, which 
illustrates how peculiarly a defaulter’s 
mind functions. He was short a con- 
siderable sum of money and Mr. La- 
frentz, our president, who was then the 
accountant charged with the examina- 
tion of claims, investigated the case. 
During the examination, Mr. Lafrentz 
became suspicious of certain transactions 
and was not altogether satisfied until he 
had gotten tothe bottom of the matter, 
and when he had supposedly finished, he 
asked the defaulter in an offhand, 
innocent sort of way: “Is that all 
Mr.......?? “Nassis,” ‘said the de- 
faulter, ‘I cannot tell you a lie. There 
are such and such transactions,’’ which 
he went on to explain. Here you see a 
defaulter whose code of morals did not 
prevent him from embezzling many 
thousands of dollars, but whose con- 
science would not allow him to be 
untruthful—a curious doctrine to say 
the least! That fellow died in prison. 


Pages Sometimes Abstracted 


To return to the role of teacher, may 
I say a word about loose-leaf records 
and the part they play in defalcations? 
Many defaults have escaped detection 
because of the abstraction of loose-leaf 
sheets from the records, and the de- 
faulters have time and again escaped 
punishment because of the disappear- 
ance of loose-leaf sheets, the evidence 
against them not being available. I am 
not condemning loose-leaf systems. 
They are all right in many instances, 
they are great time savers and make it 
possible to separate active accounts from 
those closed out, thereby greatly facili- 
tating the bookkeeper’s work, but the 
accountant must be on his guard to see 
that no sheets are removed from ledgers 
until the accounts are properly closed. 
These last observations are directed at 
the dishonest bookkeeper, but we find 
also that the employer sometimes is not 
entirely beyond wrong doing. We have 


HAINES H. HARGRETT, who was a 
student at Pace Institute, Washington, 
is now a member of the firm of Miller & 
Chevalier, attorneys, Southern Building, 
Washington, D. C. Mr. Hargrett is a 
graduate of the University of North 
Carolina and is a member of the Bar 
of the State of Georgia. 


KINARD & OLCOTT, certified public 
accountants, announce the removal of 
their offices to Suite 16, Marks Building, 
El Dorado, Arkansas. Mr. Kinard was 
graduated from Pace Institute, Extension 
Division, in 1917. 

A. J. MINNERS, a former student of 
the Pace Courses, is now employed by 
Cook & Swan Co., Inc., 148 Front 
Street, New York City. Mr. Minners 
accepted his new position through the 
Pace Agency for Placements, Inc. 


January 


encountered instances where pages were 
abstracted from the Minute Books of 
Boards of Directors of banks. On the 
pages that were missing, there was every 
reason to believe that the Board of 
Directors had authorized loans on 
certain notes, which, however, upon 
maturity proved ‘‘N.G.’’ Because the 
cashier of the bank had been recreant 
to his trust in other respects, the officials 
of the bank sought to charge him with 
having loaned the money without 
authority, and indeed often charged him 
with complicity. That’s what is called 
“kicking a man when he is down.” 
Here again we have the admonition 
“Take nothing for granted,” with the 
added one, ‘“‘When the accounting sys- 
tem embodies the use of loose-leaf sheets, 
look for the missing sheets.’’ Of course 
if the pages are not numbered, you have 
a job which will require second sight. 
Now in conclusion: If there is a vault 
containing securities, seal it immediately. 
This precaution is born of bitter experi- 
ence. The manager of a branch office of 
a certain large concern was also the 
treasurer of a hospital. As such treas- 
urer he had custody of a considerable 
sum of money, some of which, together 
with quite a tidy sum belonging to the 
mercantile concern, he spent without 
authority in philanthropic work, and 
he became a prominent personage in 
his town—a very easy way, I should 
say, to be a philanthropist. His ac- 
counts as manager and also as treasurer 
were audited frequently, but he “got 
by,” as the saying is, for several years. 
He stole cash from the hospital and he 
defrauded the mercantile concern by 
hypothecating securities. When the 
auditors for the mercantile concern 
would show up, Mr. Manager would 
abstract cash from his hospital bank 
accounts, hustle about and redeem the 
mercantile concern’s securities he had 
hypothecated, and put them back into 
their proper places in the vault. When 
the auditors checked the securities, 
they, of course, were found to be O. K.., 
but as soon as the auditors departed, 
the securities were taken out and again 
pledged, and with the proceeds the hos- 
pital shortage made good. If the vaults 
had been sealed when the accountants 
began their audit, many thousands of 
dollars would have been saved. That 
philanthropist also died in jail. 


G. ALLEN FRANCIS, formerly a stu- 
dent in the Day-school Division of Pace 
Institute, New York, is now associated 
as junior accountant with Kortjohn & 
Tripp, certified public accountants, 15 
Park Row, New York City. 


CHARLES M. KOLLIN, who was 
graduated from Pace Institute, New 
York, in June, 1923, was recently elected 
to the board of directors of the Co- 
operative Educational Institute, 402 
Stone Avenue, Brooklyn, N. Y. Mr. 
Kollin also serves as financial director 
of the Institute. The Co-operative 
Educational Institute conducts college 
preparatory courses. 


G. W. KNACKSTEDT, Class F3705, 
Pace Institute, New York, is now a 
bookkeeper for Gianopoulos & Schrager, 
New York. 
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Graduation Exercises of Pace Institute, New York | 
Held in the Engineering Societies’ Building, November 17th, 1923 
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auditorium of the Engineering Societies 

Building, New York City, one hundred and 
sixty-nine young men and young women reached 
the goal of their accomplishment—graduation 
from Pace Institute. It was a noteworthy occasion 
in celebration of a noteworthy achievement. The 
auditorium was filled with the graduates, members 
of their families and friends, former graduates, 
students of the Institute, and members of the 
faculty and executive staff. 

As Mr. Homer S. Pace said in the course of his 
address to the graduates, “To many of you— 
fathers, mothers, wives, and sweethearts—the 
Institute has been a potent, but unseen force.” 
On that evening the Institute and what it stands 
for in education became a reality—a reality visual- 
ized alike by those who may never actually have seen 
the school at Thirty Church Street, and by those 
who may have been so close to its work, both as 
student and as teacher, that its true significance 
in the lives of its students may have been dimmed 
a bit. 

These commencement exercises were not like 
those of a university. They were held in the 
evening, the one evening in the week—Saturday— 
when students, graduates,» and teachers could 
assemble together. There were no caps and gowns. 
There were no academic degrees awarded. But 
the evidence of long and productive study, the 
spirit of education, the spirit of a group of graduates 
who had successfully met all obstacles was present 
in abundant measure. And there was something 
more, the pride and joy, not simply of parents, 
though that was there too, but of wives and 
children who had seen husband and father coming 
home from the Institute, two or three nights a 
week, month after month, who had seen that same 
husband and father take out his books and papers 
on other evenings and work at them to the exclu- 
sion of recreation and at the sacrifice of needed 
rest. Theirs was a pride that cannot be known by 
the relative or friend of one who may have com- 
pleted a daytime course of study, arduous as it 
may have been. It is the earnest wish of the 
Institute that every one of the one hundred and 


©): the evening of November 17th, in the 


sixty-nine graduates may justify in-every way his 
own hopes and those of his dear ones. 

The exercises themselves began at eight o’clock. 
While Cordes’ orchestra rendered several appro- 
priate selections, the Messrs. Homer S. Pace, 
Charles A. Pace, Frederick M. Schaeberle, Charles 
T. Bryan, and Paul J. McCauley, who presided, 
took their places on the platform. They were 
followed by Mr. R. R. Bishop and the members 
of the faculty, who marched in two-by-two from 
the rear of the auditorium and occupied a section 
especially reserved for them directly in front of 
the platform. The graduates followed the mem- 
bers of the faculty and occupied seats to the left 
of the faculty. 

All stood and joined in singing America. Paul 
J. McCauley, of the Law faculty of Pace Institute, 
extended words of greeting and congratulation to 
the graduates. He also paid a tribute to the 
teachers who rejoiced with the graduates at their 
success. Mr. McCauley then introduced Mr. 
Homer S. Pace, who delivered the address to the 
graduates. Mr. Pace’s address is published in 
full elsewhere in this issue. Following Mr. Pace’s 
address the certificates of graduation were awarded. © 
While Mr. McCauley called the names, the grad- 
uates marched to the platform, and received their 
diplomas from the hands of Mr. Homer S. Pace. 

The prizes were presented by Mr. Frederick M. 
Schaeberle and Mr. Charles T. Bryan, members of 
the firm of Pace & Pace. The first Scholarship 
Prize, in gold, for the highest standing in the final 
examinations, was awarded to Arthur S. Swenson. 
Honorable Mention was given Irving Grossman, 
David Rose, and Louis M. Goldberg. The first 
Thesis Prize, in gold, for ability in research, ob- 
servation, and original thinking, as evidenced by 
the thesis submitted as a prerequisite to gradua- 
tion, was awarded to Karl Aal. Honorable Men- 
tion was given Francis A. M. Giordon, Frank G. 
Scudner, and Miss Catherine Ahearn. 

Following the award of prizes all rose and joined 
in singing the Star Spangled Banner. This 
brought the formal exercises to a close. The 
eraduates were later given an informal reception in 
the auditorium. 


WILLIAM B. WEINBERGER, a for- 
mer student at Pace Institute, New 
York, passed with honors the New 
Jersey C.P.A. examinations held last 
November. Mr. Weinberger is in public 
practice on his own account, with offices 
at 30 Church Street, New York City. 


J. J. O’NEIL, JR., a student in Class 
D3507, Day-school Division, Pace Insti- 
tute, New York, has accepted a position 
in the accounting department of the 
Rogers Pyatt Shellac Company, 81 
Water Street, New York City. 


HAROLD B. ATKINS, C.P.A., a former 
student at Pace Institute, New York, is 
a member of the Board of Examiners of 
the American Institute of Accountants. 
Mr. Atkins is a member of the firm of 
Deloitte, Plender, Griffiths & Company, 
accountants and auditors, New York 
City. 


E. L. UNZICKER, a student in the 
Extension Division of Pace Institute, is 
now associated in professional account- 
ancy practice, with Edward W. Wotipka 
& Company, El Paso, Texas. 


HARRY G. PFEIFFER, Pace Insti- 
tute, New York, has accepted a position 
as actuary for the Auto Brokerage 
Company, 25 West 45th Street, New 
York City. Mr. Pfeiffer secured this 
position through the Pace Agency for 
Placements, Inc. 


MISS ELEANOR FALK, who com- 
pleted the special course in Women’s 
Accounting at Pace Institute, New 
York, is now bookkeeper for the Needle 
Work Shop, Y. W. C. A., 32 East 48th 
Street, New York City. 
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Corporation Stock 


Transfer Office Routine 
(Continued from Page 23) 


issued, divided as to 100, 10, and frac- 
tional shares, or other appropriate sub- 
divisions, together with total shares 
represented thereby and the number of 
certificates cancelled through error, is 
prepared, usually in triplicate. After 
being signed by the transfer agent, or 
other proper officer, one of these forms is 
delivered with both the new and the 
old stock to the registrar, another is 
given to the secretary for his records, 
and the third is retained by the transfer 
agent. 


Registration of New Certificate 


In the corporation under considera- 
tion it is necessary that all stock be 
certified to as authentic by a registrar. 
This registrar keeps such records as 
may be necessary to enable him to know 
that stock is not being issued in excess 
of the proper amount. 


Cancellation of Old Certificate and 
Issuance of New Certificate 


After being authenticated by the 
registrar, the stock, both old and new, is 
returned on the following day. The old 
stock is bundled and properly marked, 
while the stubs of receipts previously 
mentioned are attached to the proper 
stock certificate or certificates. Then 
as the receipts issued the previous day, 
or prior thereto, are presented, the new 
stock is delivered and the stub is affixed 
to the receipt with similar number and 
filed. In the case of stock sent in by 
mail, the receipt is enclosed with the 
certificate, together with a stamped, 
addressed envelope, with request that 
it be properly filled in, signed, and 
returned. 


Changes in Addresses 


When stockholders change their ad- 
dresses, they are required to notify the 
Company. The notification is taken 
care of, first, in the stencil department, 
where a new stencil is prepared, and, 
second, in the bookkeeping department, 
where the bookkeepers make the re- 
quested change in accordance with a 
list of changes as prepared by the stencil 
department. This keeps the accounts 
in the ledgers right up to date, not only 
as regards address, but also as to other 
essential information. 


Verification of 
Stockholder’s Account 


In case the bookkeeper is in doubt as 
to the identity of a stockholder and 
wishes to verify the account, the form- 
letter (Form 8 attached hereto) is sent 
to the stockholder. This form asks for 
the name and address of the stockholder, 
the class of stock, the number of certifi- 


cates, and amount of shares he holds, to 
whom he wishes dividend check made 
payable, address of payee, and stock- 
holder’s signature. It is very rarely 
used and is not of much consequence 
except for verification purposes. 


In order that we may verify your account, will you please fill out this blank 
form and return to us at your early convenience, obliging 


Yours very truly, 


Preferred 
Address 


Ctf. No. 


Form 8—Verification Letter 


Dividend Order 


For each new account, as indicated 
by the bookkeepers on the transfer 
sheets, and for which new stencils have 
been cut, a blank form of permanent 
dividend order (Form 9) is sent to the 


To THE BLANK COMPANY 
New York City 


ee ee ee ey 


eoeeeeereececeseeere 


Shares 


Until otherwise directed in writing by the undersigned, please remit by check payable to the order of 


January 


entitled to receive, on the date specified 
in the vote, a dividend according to the 
amount of their holdings. Although 
the term ‘‘closing of the books” is used 


VOTED, that a dividend of One dollar and twenty- 
five cents ($1.25) per share, being Dividend No. 60 
on the Capital Stock of this Company, be and it 


hereby is declared out of surplus net income payable 
May 12, 1923, to holders of said Capital Stock 
registered on the books of the Company at the close 
of business May 1, 1923. 


Form 10—Dividend Declaration 


quite universally, 
it, nevertheless, is 
somewhat mislead- 
ing, as the books in 
most cases do no 
actually close, 
transfers being 
taken in on the fol- 
lowing day. How- 
ever, the posting 
may be delayed 
until after the divi- 
dend list is fully 
completed and bal- 
anced. The only 
time the books 
actually close is at 
the time of the 
annual meeting or 
a special meeting, 
at which time the 
books remain closed 
for a period varying 
from a few days to 
longer than a month. Form 10 shows 
typical form of vote of the directors de- 
claring a dividend. 


Trial Balance of 
Stockholders’ Ledgers 


A trial balance (Form 11) is prepared 


Transfer Agent 


Common 


Ctfs No. 


Shares 


ee eee eee eee e ee eee ee eo hIn esses 


Serer ee eeeresre recesses eseseseeseeeeseseesesesesesese 


eee eter eee n esr eee sarees resr ers eeeeeseeeesesesseeees 


Form 9—Dividend Order 


registered holder, as no dividends will 
be paid until such order, | correctly 
signed, etc., is on file. In the case of 
trustees’ and executors’ holdings, the 
instruction notice indicates the manner 
of signing and any papers that may be 
required. As in the case of the ledger 
accounts and stencils, a live file is 
maintained. 


Dividend Declaration 


A stockholder of record is not entitled 
to a dividend until declared by the direc- 
tors. In the vote of the directors a date 
is set for the closing of the books, and the 
stockholders of record of this day are 


by the bookkeepers from the memoran- 
dum records, heretofore referred to, as 
of the closing date. The sheet is ruled 
off into three sections, one for each of 
the three subdivisions of stockholders. 
Each subdivision is also divided into 
three parts. Running down the left 
side of the sheet will be listed the letters 
of the alphabet. In the first column of 
each of the three subdivisions will be 
entered the credit totals for each letter 
of the alphabet as taken from the 
memorandum records. In the second 
column will be entered the debit totals, 
and in the third column will be written 
the balance. The third column of each 


—— 
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subdivision will be totaled, and at the 
bottom of the sheet will be shown a 
recapitulation of each total of the three 
subdivisions. These three totals will 
be added and should agree with the 
amount of stock outstanding. 


eoee 


INVESTORS 


Cr. Dr. | Bal. Cr. Dr. 


Tota!s 


Form 11—Trial Balance 


Dividend Sheet 


After the preparation of the trial 
balance the next thing in order of oc- 
currence would be for the stencil de- 
partment to run off the live stencils 


Dividend No 


Name, Address, 
and Dividend 
Order No. 


Form 12—Dividend Sheet 


on large sheets (Form 12). 
contains spaces for fifty (50) accounts. 
Information as to the name, address, 
and dividend order number of the holder, 
is imprinted from the stencils. 
number of shares is filled in on these 
sheets by means of the adding machine, 
which is specially regulated for this 
kind of work. One person calls the 
dividend order numbers and amount of 
shares from the ledgers, while another 
watches the order numbers on the sten- 
cils and fills in the shares called. The 
total of the sheets representing a par- 
ticular letter of the alphabet should 
equal the amount shown by the trial 
balance. Mistakes are caught by call- 
ing back only the amounts from the 
ledgers to see that they agree with the 
amounts shown on the sheets. When 
the particular letter is in balance, as to 
shares, the sheets are once more run 
through the adding machine and in the 
*“‘Amount of Check”’ columin is filled the 
amount of dividend applicable to the 
holdings of each stockholder. In filling 
in the amount of dividend, a card 
(Form 13) is used which shows the 
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Bal. Cr. 
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Each sheet 
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various number of shares and the 
corresponding dollar and cent amounts, 
the figures on the card being in accord- 
ance with the dividend rate. 

The total number of shares shown on 
the dividend sheets multiplied by the 
dividend rate 
should equal the 
total dollars and 
cents, as indicated 
by the adding ma- 
chine total. 


FOREIGN 


Dr. | Bal. 


Dividend 
Check 


Whilethe 
amount of shares 
and dividend 
amounts are being 
entered on the 
sheets, the stencils 
are run through 
again and the name 
and address of each 
stockholder is im- 
printed on a check 
(Form 14) and the 
amount is entered 
on the check. The 
checks are then 
signed by the treasurer or assistant 
treasurer. In this connection an inter- 
esting mechanical device has been 
invented by means of which five checks 
may be signed at once. 


eeeeeece 


ecosecee 


CC 


THE BLANK COMPANY 


INGiestero ae 

u New Yorks Ne Ye..-s. 1 Oieee 
S THE TENTH NATIONAL BANK 
a Payers Gitoisee oe orci) stcs Dollars $.....- 
A To the order of 
PA) WORSE tn a THE BLANK COMPANY 
= ewe EN Oe - 
Pal ik ape eaien ae - FV SRO sea ae 


Authorized Official 
Form 14—Dividend Check 


The numbers of the checks are stamped 
in the appropriate column on the sheets, 
and the dividend list is numbered and 
otherwise completed and bound in 
permanent form. The total amount of 
the dividend, as shown by the total of 
the checks, should agree with the num- 
ber of shares outstanding multiplied by 
the dividend rate. After being signed, 
the checks are placed in window en- 
velopes, through which the names and 
addresses of the stockholders show. 
This saves a re-running of the stencils. 
The envelopes are then run through an 
automatic stamping and sealing ma- 
chine. The envelopes, which are also 
kept in alphabetical 
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charging the liability of the corporation 
for the dividend. 


Recapitulation of Dividend Checks 


At the time of completion of the 
dividend list, a statement (Form 15 
hereto attached) is prepared in tripli- 


Dividend No 
Payable...... 19.. to Holders of Record....19.. 
Stock on Which Dividend is No, of No.of 
Payable; Accounts Shares 
Investorsee seine cree 
Brokersiurs nace te e.s se ae 
Rorelaneaace net 
Total on which dividend is payable 
Treasurys otOCk mete a ries ak 
Total Capital Stock on Said Date 
OWRECOLd Eee. col ees 
Average Holding (Exclusive of 
PMOABUTY: OLOCK) semi aetee sie ttm ioteye als ieicre = Shares 


Form 15—Recapitulation of Dividend 


Checks 


cate. One statement is kept by the 
transfer agent, another goes to the 
general auditor, and the last goes to 
the comptroller. It shows the number 
of accounts with shares for each of the 
three divisions of holders herein before 
referred to. The total of the “Shares” 
column shows the amount of stock on 
which the dividend is payable. Treas- 
ury stock, if any, is added and the 
resulting figure shows the total amount 
of stock outstanding. By dividing the 
number of accounts by the number of 
shares, the average holding may be 
determined. At the bottom of the 
statement a recapitulation is made, 
which shows the original issue, conver- 
sions, and any subsequent issues that 
may be floated. This statement serves 
as an independent summarizing record 
of the dividend and is used merely for 
managerial, checking, and reference 
purposes. 


List of Stockholders 
for Annual Meeting 


Provision is made in the by-laws of 
the corporation for an annual meeting 
of stockholders. At this meeting the 


stockholders take up and consider such 


matters as may properly come before 
the meeting. Each stockholder is usu- 
ally entitled to vote. In some instances, 
a viva voce is taken; in other instances 
voting is done by number of shares. 
When a viva voce vote is taken each 
shareholder’s vote counts as one; when 
voting is done by number of shares, each 
share represented at the meeting may 
cast one vote irrespective of the number 
of stockholders present. Because of the 
latter fact, it is customary for a stock- 


order, are once more 
checked with the Shares | Amount || Shares | Amount: || Shares | Amount |) Shares | Amount 
dividend list and — ———| |= — 
are then mailed. : at 26 39.00 51 acl te ea 
é 27 40.50 52 8. as 

ri Kee pence 3 4.50 28 42.00 53 79.50 78 | 117.00 
against the corre- 24 36.00 - 49 73.50 74 111.00 99 148.50 

25 37.50 50 75.00 75 112.50 100 150.00 


sponding number on 
the dividend list, 
thus completely dis- 


Form 13—Quarterly Dividend Card 
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holder who cannot be present in person 
to execute a “‘proxy,’’ empowering some 
stockholder who will be present to act 
as the representative of the stockholder 


who executed the proxy, and to vote on. 


behalf of the shares held by the absent 
shareholder. 

If a person who holds stock is not a 
stockholder of record, he may not vote 
unless he holds the proxy of the stock- 
holder of record. For this reason, it is 


Annaul Meeting April 


Name, Address and 
Dividend Order No. 


Form 16—Stock List for Annual 
Meeting 
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necessary for any stockholder who wishes 
to vote to have stock which he holds 
registered on the books of the corpora- 
tion in his name, prior to the annual 
meeting. 

In order to verify the authenticity of 
the stockholdings represented at the 
annual meeting, a sheet is prepared 
(Form 16) which is somewhat similar to 
the Dividend Sheet (Form 12). The 
shares represented by stockholders pres- 
ent in person, or by proxies, are checked 
against the detailed information con- 
tained on this sheet. 


IRINEO J. REYES, C.P.A., a former 
student at Pace Institute, Washington, 
is now an auditor for the Public Utility 
Commission at Manila, P.I. We quote 
below excerpts from a letter by Mr. 
Reyes which originally appeared in 
“‘Pace Echoes,’’ published by the Pitts- 
burgh School of Accountancy: 

“It may please you to learn that I 
am now the Auditor of the Public 
Utility Commission. I was appointed 


on July 23, and the next day I was 
ordered by the Commissioner to go to 
provinces 


Bicol (Camarines Norte, 


January 


Camarines Sur, Albay and Sorsogon) to 
audit the books of all public utilities 
operating in that region. I traveled by . 
railroad, boat, and auto-truck to reach 
the towns where electric plants are 
located. With the exception of three 
or four places I did not experience any 
difficulty in getting what I wanted. 

“I have accepted the position for 
several reasons, one of which is to make 
a survey of business conditions in the 
provinces. Another reason is to win the 
good will of public utility operators.” 


HOMER S. PACE, C.P.A., at the 
annual meeting of the American Insti- 
tute of Accountants in September, was 
elected a member of the council of the 
Institute for a period of five years. 


JAMES F. FARRELL, of Boyce, 
Hughes & Farrell, certified public 
accountants, New York City, was 
elected to the council of the American 
Institute of Accountants for a period of 
five years, at the annual meeting of the 
Institute held at Washington last 
September. Mr. Farrell and his part- 
ner, James F. Hughes, C.P.A., were the 
first students of the Pace Courses. 


The Question and Answer Department 


PUBLIC accountant secures a contract to 

make an investigation of four companies 

during the year 1921 for a total fee of $30,- 
000.00, which includes presentment of case to the 
Treasury Department. Is any financial record 
made of this transact‘on before any work is per- 
formed? 


Answer: 


Preferably, no. 


[see foregoing question] be treated on the 
books before or after work has been per- 
formed but not completed? 


| aes should moneys received on the contract 


Answer: 


Cash should be charged. The prospective 
Account Receivable should be credited, or credit 
should be made to some deferred credit account, 
such as, Incomemiron 1. eee Uncompleted 
Contract.’ If the credit is carried direct to the 
Account Receivable in preparing statements, the 
item should be given proper display as Deferred 
Income. 


and expenses in 1921. [See two preceding 

questions.] How shall these be treated in 
Profit and Loss Account and Balance Sheet, De- 
cember 31, 1921? 


Gers. moneys were expended for labor 


This Department does not publish answers to all questions received, but only to those which are 
deemed to be of general interest to readers of The Pace Student. 
ceive attention, must contain the name and address of the person asking the question. 


A communication, in order to re- 


Answer: 


Two methods can be employed in connection 
with these items. These methods, so far as their 
effect on the Profit and Loss Account are concerned, 
are treated in Regulations 62, Article 36, of the 
Treasury Department, from which we quote you 
as follows: 


‘“‘(a) Gross income derived from such contracts 
may be reported upon the basis of percentage of 
completion. In such case there should accompany 
the return certificates of architects or engineers 
showing the percentage of completion during the 
taxable year of the entire work to be performed 
under the contract. There should be deducted 
from such gross income all expenditures made 
during the taxable year on account of the contract, 
account being taken of the material and supplies on 
hand at the beginning and end of the taxable period 
for use in connection with the work under contract 
but not yet so applied. If, upon completion of 
a contract, it is found that the taxable net income 
arising thereunder has not been clearly reflected for 
any year or years, the Commissioner may permit 
or require an amended return.” 

Under some circumstances it may be necessary 
that account should be taken of other things beside 
the materials and supplies mentioned. 


Under this method the proportionate amount 
of gross income is credited to Profit and Loss, and 
the expenditures to date are charged to Profit and 
Loss. In the contracting business, which is 
specifically considered by the regulation, due note 
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must, of course, be taken of material and supplies 
on hand. Within an Accountancy practice con- 
tract this, of course, would require little or no 
consideration. ® 

The item of moneys expended for labor and 
expenses mentioned above, would not appear on 
the Balance Sheet, the item having been charged 
off to Profit and Loss. 

The second method allowed by the Treasury 
Department Regulations is as follows: 

‘““(b) Gross income may be reported in the 
taxable year in which the contract is finally com- 
pleted and accepted if the taxpayer elects as a 
consistent practice to so treat such income, pro- 
vided such method clearly reflects the net income. 
If this method is adopted there should be deducted 
from gross income all expenditures during the life 
of the contract which are properly allocated thereto, 
taking into consideration any material and sup- 
plies charged to the work under the contract but 
remaining on hand at the time of completion. 

‘‘Where a taxpayer has filed his return in accord- 
ance with the method of accounting regularly 
employed by him in keeping his books and such 
method clearly reflects the income, he will not be 
required to change to either of the methods above 
set forth. If a taxpayer desires to change his 
method of accounting in accordance with para- 
graphs (a) and (b) above, a statement, showing the 
composition of all items appearing upon his balance 
sheet and used in connection with the method of 
accounting formerly employed by him, should 
accompany his return.”’ 

Under these circumstances, the expenditures 
made are carried on the Balance Sheet as assets, 
representing an item which corresponds to Work 
in Process in a manufacturing concern. Simi- 
larly, if any income is set up prior to the comple- 
tion of the contract, such income is carried to the 
Balance Sheet as a deferred credit. 

The first method depends for its accuracy on an 
accurate estimate of the percentage of completion 
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of the work. Because of the possibility of unfore- 
seen difficulties which might cause the work to be 
unduly prolonged, it is a more conservative prac- 
tice to use the second method. When, however, 
estimates can be made with fair accuracy, the first 
method is satisfactory. 


N what basis should fee be allocated to each 
company to determine profit or loss on each? 
[See third question preceding. | 


Answer: 


The theoretical method would probably be on 
the basis of ratio of labor cost on the work per- 
formed for each company to total labor cost, 
unless the circumstances connected with the work 
rendered some other basis preferable. 


HAT is final disposition (made on books) 
when contract is completed? [See fourth 
question preceding. | 


Answer: 


Our answer to preceding question is made in 
connection with second question preceding. 


HAT is the proper entry to make when 
payment on a check which has been 


outstanding for some time has been 
stopped and another check has been issued? 


Answer: 


No entry other than a memorandum of a stop 
payment and the issuance of the new check is 
necessary. However, the procedure is sometimes 
adopted of making an entry on the debit side of 
the Cash Book for the stop payment, charging 
Cash Account and crediting the account which 
had originally been charged when the check was 
issued. The new check is then entered on the 
credit side of the Cash Book in the usual manner, 
effecting a credit to Cash Account and a charge 
to the same account that was charged when the 
first check was issued. 


Assembly Programs 


IFE Insurance’? was discussed 
at the Day-school Assembly of 
Pace Institute, New York, on 
Monday, November 26th. The speaker 
was Benjamin Aaronson, C.P.A., of the 
Accounting faculty of Pace Institute, 
New York. Mr. Aaronson explained 
how rates are computed, and also dis- 
cussed briefly the various forms of 
insurance and kinds of life insurance 
companies. 

On Monday, November 19, 1923, 
Alfred F. Upson, of the Law faculty of 
Pace Institute, New York, spoke on 
‘Wills’? before the Day-school Assembly. 
Mr. Upson discussed the importance of 
making a will, the requisites of a good 
will, and the pitfalls to be avoided in 
making one. 

The speaker at the Day-school 
Assembly on Monday, November 12, 
1923, was Bernard J. McGinn, a gradu- 
ate of the Pace Course, now manager of 
the claim department of the American 


Surety Company, New York City. Mr. 
McGinn spoke on ‘‘Fraud and Dis- 


honesty.”’? Elsewhere in this issue, we 
reproduce Mr. McGinn’s address in 
full. Mr. McGinn’s hearers learned 


much from his address, and evidently 
enjoyed the process hugely. 


RALPH R. BISHOP, C.P.A., a member 
of the firm of Pace & Pace, was recently 
elected to membership in the New York 
State Society of Certified Public Ac- 
countants. 


A. H. MELLER, formerly a student in 
the Day-school Division of Pace Insti- 
tute, New York, is now engaged in the 
real estate and insurance business with 
offices at 38-40 Second Avenue and 
38-40 Second Street, New York City. 


W. W. CLOYD, -a student at Pace 
Institute, New York, is now associated 
with the McQuay-Norris Manufacturing 
Company, 250 West 57th Street, New 
York City. 


WILLIAM LATTA, a graduate of Pace 
Institute, Washington, is now a federal 
agent with the Income Tax Unit, 
Bureau of Internal Revenue. 


HURDMAN & CRANSTOUN, certified 
public accountants, announce the open- 
ing of an office in the Continental and 
Commercial National Bank Building,’ 
208 South La Salle Street, Chicago, Ill. 


JOHN T. KENNEDY, LL.B., dean of 
the Pittsburgh School of Accountancy, 
recently spoke at a meeting o° the 
American Institute of Banking in Akron, 
Ohio. 


JOSEPH KING, Pittsburgh School of 
Accountancy, has accepted a position 
in the accounting department of the 
Manufacturers’ Light & Heat Company, 
Pittsburgh, Pa. 


RICHARD BUTIER, Pittsburgh School 
of Accountancy, has been appointed to a 
position in the offices of the Jones & 
Laughlin Steel Corporation, Pittsburgh, 
Pa. 
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George B. Smith 


EORGE B. SMITH, a student in 
G Semester C of the Evening-school 

Division, Pace Institute, New 
York, died on October 28, 1923, of 
pneumonia. He was thirty-five years 
of age. Mr. Smith was born in Pittston, 
Pa., on September 22, 1888. He was 
graduated from the Pittston public 
schools, and later attended night school 
in the same city. 

Eventually, being very ambitious, and 
desirous of finding a larger field of 
endeavor, Mr. Smith came to New York. 
For six years prior to his death, he was 
associated with William Baumgarten & 
Company, interior decorators, and was 
acting, at the time of his death, as 
assistant cashier of this company. He 
was formerly with the Globe Printing 
Company. 

He was a member of the official board 
of the Sixth Avenue Methodist Episco- 
pal Church of Brooklyn, and also of 
Sanctorum Lodge, F.& A.M. Hemade 
his home at 355 First Street, Brooklyn. 

Mr. Smith began his study of the 
Pace Course in September, 1922, and 
attended the Institute regularly up to 
August, 1923, missing only two sessions, 
due to the illness which, two months 
later, caused his death. During the 
time that he was a student at the 


Institute, Mr. Smith made an extra-_ 


ordinarily fine record. He was regular 
and faithful in the performance of all of 
the school duties. Students, teachers and 
executives will all miss him. He held 
a large place in the hearts of all who 
knew him. 

The death of Mr. Smith is particu- 
larly tragic, for he leaves behind him 
his infant son, George B. Smith, Jr., 
just three months old, and his wife, 
Ida C. Smith, to whom the deep and 
heartfelt sympathy of every one at the 
Institute is extended. 
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“Make the Right 
Trade-mark,’’ Says 
Personnel Director 


sonnel of the New York Stock 
Exchange, spoke on ‘‘Building a 
Bigger Tomorrow”’ to the Day-school 
Assembly of Pace Institute, New York, 
on Monday, November 5, 1923. From 
his years of experience in matters of 
personnel and organization, Mr. Beck 
brought to the students a real message. 
He told his hearers that every young 
man in business should aim at making 
the right kind of trade-mark. He gave 
an illustration by taking a package of 
Uneeda Biscuit and saying that no 
matter where he saw this package in any 
city, small town, or even in a foreign 
country, he could be sure of the quality 
of the contents because*the company is 
proud of its trade-mark, and keeps its 
product up to a high standard. Mr. 
Beck also said that the young man start- 
ing in business must be prompt in all 
his duties and appointments, and must 
consider that it is as bad to steal the 
time of his employer as it is to steal his 
money or his goods. ; 
“You must always keep your mind 
open for new ideas and new impressions, 
if you would succeed,”’ said Mr. Beck. 
He told how important it is that the 
young man in business, particularly the 
one just beginning his career, should 
make definite plans to utilize his over- 
time profitably. He said that a good 
character is the most precious thing in 
the world. Mr. Beck closed his talk 


Cee BECK, director of per- 
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with a quotation which he originally 
heard back in his own school days, 
‘‘What you are to be, that you are now 
becoming.’”” Mr. Beck said that this 
quotation had had a great influence in 
his own life, and that it had meant a 
great deal to him in advising others. 
He told his hearers to keep it constantly 
before them in all of their activities of 
school or business. 

The students appreciated the oppor- 
tunity of hearing Mr. Beck, who has 
had a wide experience in addressing 
both schools and business organiza- 
tions. 


Homer S. Pace, C.P.A. 
to Speak in Boston 


OMER S. PACE, C.P.A., a Mem- 
H ber of the American Institute 

of Accountants, and of the firm 
of Pace & Pace, will lecture at Pace 
Institute, Boston, January 7, at 6 
o’clock, preliminary to the opening of a 
new Semester A class in Accountancy 
and Business Administration. 


Mr. Pace will speak on ‘‘Why Busi- 
ness Needs the Accountancy-trained 
Man.” His lecture should be of especial 
interest to men who contemplate enter- 
ing the Accountancy profession. 


JOHN J. SANDERS, Class C106, 
Pittsburgh School of Accountancy, re- 
cently accepted a position in the execu- 
tive department of the Texas Company, 
Pittsburgh, Pa. 


| Day-time Classes 


in 


Accountancy and Business Administration 


The Winter Term in the Day-school Division of Pace Institute, 


New York, opens on 


Wednesday Morning, February 6, at 9:15 A.M. 


Each semester in the Day School is twelve weeks in 
length. Students usually take the first three semesters (A, B, C) 
in the Day-school Division, and then complete their course in 


the Evening School. 


This time-saving plan appeals particularly to high-school 
graduates—young men and women—who desire to save as much 
time as possible in their preparation for Business or for Ac- 
countancy. A knowledge of bookkeeping is not necessary for 


enrollment in Pace Institute. 


Write the Registrar for a copy of the Day-school Bulletin and 
further information concerning the work of the Institute. 


Pace Institute 
30 Church Street 


Hudson Terminal 


New York City 
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Stock Brokers’ Accounts 


By Cecil R. Clayton, Dean, San Francisco Institute of Accountancy 


T should be borne in mind at the outset that this 

I thesis is not intended to cover all phases of 

Stock Brokerage Accounting, but is an attempt 

to outline only the essential features of a workable 
system. 


There are two major classes of stock brokers: 
viz., those who are members of one or more recog- 
nized stock exchanges, and those who are not 
members of such exchanges. This treatise will 
deal only with an accounting system such as might 
be maintained by a broker of the former class. 


A broker is primarily an agent, although he 
engages in certain transactions as principal, and 
deals largely in his own name. His dealings are 
mainly with three classes of people: 


First, with his principals or ‘“‘customers’’; 


Second, with other brokers; 
Third, with banks and bankers. 


His dealings with his customers consist of the 
execution of their orders for the purchase and sale 
of securities. In this connection he functions 
solely as an agent. 


He deals with other brokers in carrying out the 
instructions of his principals. He buys from them 
and sells to them exclusively. As between them- 
selves, brokers deal in their own names and as 
principals, the seller relying -on the credit and 
integrity of the buyer (and vice versa) without re- 
gard to the identity of the buyer’s principal. 


His dealings with banks consist of the borrowing 
of money and the pledging of collateral security 
therefor. He deals actually as principal and in 
his own name; he is the primary debtor, although 
theoretically he acts as the agent of his customer. 
This distinction is more fully developed hereafter. 


In addition to dealing with distinct classes of 
people, the broker also engages in distinct classes 
of transactions, the principal classes of which may 
summarized as follows: 

I. With Customers 

A. Purchase of securities 
1. For cash 
2. On margin 
(a) Long 
(b) Short 


B. Sale of securities 
1. For cash 
2. On margin 
(a) Long 
(b) Short 
C. Interest and dividend adjustments 
Il. With Brokers 
A. Purchase of securities for account of customer, 
(or house) 
B. Sale of securities for account of customer (or 
house) 
C. Borrowing securities to effect delivery in connec- 
tion with a short sale 
D. Lending securities 
With Banks 
A. Borrowing money 
1. Pledging collateral 
B. Repayment of loans 
1. Redemption of collateral 
It seems expedient at this point to touch upon 
some of the basic distinctions between types of 


transactions enumerated above. 


ETT: 


Definitions 


House: The term “house’’, as used hereafter, 
means the broker whose accounts we are con- 
sidering. 

Broker: The term “‘broker’’, as used hereafter, 


refers to brokers, other than the house. 

Cash: The term ‘‘cash’’ includes checks, drafts, 
and other negotiable instruments which are ac- 
cepted as the equivalent of cash in ordinary 
business practice. 

Customer’s Transactions: Where reference 
is made to a customer’s buying, selling, or borrow- 
ing, of securities, it should be understood that 
such purchase, sale, or borrowing, is_ effected 
through the house. 

Cash vs. Margin: A cash transaction is one 
in which the entire price is paid in cash upon 
delivery of the security. In the case of a cash 
purchase, the customer pays the full price and 
takes delivery of the security as soon as he receives 
notice from the house that his order has been 
executed. This notice is ordinarily in the form of 
a “bought”? note. In the case of stocks, due to 
the necessity of effecting transfer, the customer 
ordinarily receives a due bill from the house, in- 
stead of the actual stock certificate. Later, this 
due bill is exchanged for the certificate. 
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In the case of a cash sale, the customer, upon 
notice of execution, delivers the security sold to 
the house, and receives from the house a check for 
the selling price, less charges. 

A margin transaction is one in which the cus- 
tomer deposits with the house a certain percentage 
of the market value per share, the house supplying 
the additional amount required to swing the 
transaction. This advance amounts, ordinarily, 
to about 80% of the purchase price. The house 
retains possession of the stock as security for the 
funds which it has advanced, although title rests 
in the customer, or principal. 

Long vs. Short: A long transaction is one 
which proceeds in the ordinary sequence of pur- 
chase and sale transactions; viz., the security is 
first purchased and then sold or held for invest- 
ment. A customer who buys a stock long ordinarily 
expects to profit either by holding it for the divi- 
dend return, or by selling it at a price higher than 
cost, or both. 

A short transaction is exactly the opposite. A 
sale is first made, and then the security necessary 
to fill the contract is purchased. The customer 
who “goes short’? expects to profit by a fall in 
the market price of the security. He sells a stock 
that he does not own, and agrees to deliver in 30, 
60, or 90 days. If he sells, say at ‘‘100 seller 90”’, 
sometime during the 90 days following the sale, 
he must purchase the stock and deliver it to the 
one to whom he sold it. If within that time he is 
able to buy it in at less than 100, he makes a 
profit; otherwise he suffers a loss. 

Borrowing and Lending of Securities: These 
transactions are a necessary counterpart of short 
transactions. An example will afford the best 
illustration. , 

The house sells short, for customer A, 10 shares 
XYZ to broker B. It must be remembered that 
neither the house nor customer A has the stock, 
although delivery to B must be made. If A is able 
to purchase the stock prior to date set for delivery 
no complications arise. If, however, he has been 
unable to make an advantageous purchase, and 
on delivery date is still short, he may be able to 
borrow the stock from some one who has it, and 
thus make delivery. 

Assuming in the case given above, that customer 
A has not covered his short sale, the housé borrows 
the 10 shares XYZ from broker C, and delivers it 
to broker B, at the same time paying C therefor at 
the current market price, but agrees to return 10 
shares of XYZ stock to broker C at a later date. 
This transaction is not a purchase, because ulti- 
mately A must buy in the 10 shares which he is 
still short, and the house in turn must return to 
C the 10 shares which it borrowed, receiving back 
the amount paid to C when the stock was borrowed. 


Borrowing Money: A broker must, to a large 
extent, depend upon the banks or other lenders to 
finance his operations. It was stated previously 
that in a margin transaction the house advances 
the difference between market price and customer’s 
margin. As a matter of fact the house takes the 
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stock purchased to the bank and pledges it as 
collateral for a loan, amounting usually to about 
70% of the market price. Thus, in reality, the 
house advances from its own funds only about 10% 
of the purchase price. 

It is to be remenibered that while the house is 
theoretically acting as agent of the customer, it 
always deals with the bank as principal. All such 
loan transactions are carried on in its own name, 
and it is the principal debtor. 


Financial Statements 


The financial statements are made of the fol- 
lowing items: 
Balance Sheet 


Assets Liabilities 
1. Cash in Bank 11. Customers Short 
2. Petty Cash 12. Failed to Receive 
3. Stamps 13. Stocks Loaned 
4. Customers Long 14. Loans Payable 
5. Failed to Deliver 15. Accounts Payable 
6. Stocks Borrowed 
7. Securities Owned Capital 
8. Furniture & Fixtures 21. Personal 
9. Stock Exchange Seat 22. Capital 
Profit & Loss 
34. Rent 31. Commissions 


35. Salaries 

36. Interest Paid 
37. Revenue Stamps 
38. General Expense 


32. Interest Earned 
33. Miscellaneous Income 


While the foregoing classification lists separately 
Customers’ Long and Customers’ Short accounts, 
all customers’ accounts are actually recorded in a 
single controlling account. On the Balance Sheet, 
the detail accounts are analyzed and the “‘long”’ 
accounts, together with ‘‘Failed to Deliver’’ items 
of cash customers are listed as assets, and the 
“short”? accounts, together with ‘‘Failed to Re- 
ceive’? items of cash customers, are listed as 
liabilities. Therefore, while separate ‘‘short’’ and 
‘‘long’”’ classifications are listed, the debits and the 
credits indicated below for these classifications are 
in fact recorded in one account. | 

Furthermore, a Brokers Controlling Account is 
kept, representing cash amounts due from and to 
brokers. The details of this account are analyzed 
and are merged on the Balance Sheet with the 
“Failed to Deliver’ items and the “Failed to 
Receive’? items from customers. This will be 
explained. 

4—Customers Long: Debit with market price 
(plus brokerage charges) of securities purchased. 

Debit with cash paid to customer. 

Debit for interest on balance. 

Credit for cash received from customer. 

Credit for market price (less brokerage and stamp 


charges) of securities sold. 


Credit for dividends received on stock carried 
for customer. 

This item represents the amounts owed to 
the house by margin customers, principally on 
account of advances made by the house to effect 
the purchase of securities. 

5—Failed to Deliver: This is a balance sheet 
classification only, which represents amounts re- 
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ceivable from ‘‘cash’’ customers and _ brokers. 
Stocks purchased for customers represent a debit 
to the customer and a credit to the broker from 
whom purchased. All customers’ debits and 
credits are recorded in’ a single controlling ac- 
count. However, individual accounts are opened 
only for margin customers; otherwise the volume 
of bookkeeping work would be prohibitive. The 
balance of the customers’ controlling account 
represents, therefore, (among other items) aggre- 
gate balances of individual margin accounts, plus 
items due from cash customers. 

These latter items make up part of the balance 
of the ‘“‘failed to deliver’ item on the theory 
that the house has not received payment from its 
customer, due to its failure to deliver to the cus- 
tomer the security purchased. 

The remainder of this item is made up of items 
due from brokers and proceeds upon the same 
theory; viz., payment has not been received 
from the broker due -o failure of the house to 
deliver to him the stock sold. 

Detailed accounts are maintained for brokers. 
The balance of the controlling account is proved by 
means of listing unpaid items from the blotter, both 
receivable and payable. On the balance sheet 
these brokers’ items are consolidated with the 
customers cash items, and compose the amounts 
shown as “‘failed to deliver’ and ‘‘failed to receive.” 

6—Stocks Borrowed: Debit for amount paid 
to brokers when stock is borrowed. Credit for 
amount received from brokers when = stock is 
returned. 

‘This account represents market value (at the 

time borrowed) of stocks borrowed from brokers. 

7—Securities Owned: This account represents 
the value of securities owned by the house, as dis- 
tinguished from securities belonging to or carried 
for account of customers. 

9—Stock Exchange Seat: The membership 
of stock exchanges is limited. Asa broker can not 
trade upon the exchange unless he has a seat, or 
in other words, unless he is a member, his member- 
ship or “‘seat’’ is valuable. This value often runs 
into thousands of dollars and represents not 
merely a book figure, but actual value that can 
be realized in cash at any time. This is due to 
the fact that stock exchange seats are aiways in 
demand. 

11—Customers Short: Debit for market price 
(plus brokerage charges) of securities purchased. 

Debit for cash paid to customers. 

Credit for market price (less brokerage and stamp 
charges) of securities sold. 

Credit for cash received from customers. 

Credit for interest on balances. 

As in the case of “‘customers long” this item 
represents margin accounts. Inasmuch as in 
short transactions, the sale precedes the purchase, 
the customer’s account has a credit balance and 
represents a liability of the house. 

12—Failed to Receive: This item is a balance 
sheet classification only, and represents amounts 
payable to brokers and to cash customers, on the 
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theory that payment thereof has not been made 
by the house due to the failure of others to deliver 
the securities purchased (from brokers or sold 
(for customers). 

The remarks under No. 4 ‘Failed to Deliver” 
apply to this item as well, except that here the 
debit and credit effects are reversed, and we are 
dealing with a liability instead of an asset. 

13—Stocks Loaned: Debit for amounts paid 
to brokers upon return of stocks previously loaned 
to them. 

Credit for amounts received from brokers when 
stocks are loaned to them. 

This account represents market value (at time 
of transaction) of stocks loaned to other brokers. 

14—Loans Payable: This account represents 
amounts borrowed from banks or others, and 
secured by collateral in nearly all cases. 

15—Accounts Payable: This account rep- 
resents ordinary liabilities for expenses, equip- 
ment, and similar items. It is not ordinarily kept 
during the year and is used only for accrual 
purposes at the end of the accounting period. 


Accounting Records 
The following records are kept: 


Financial Records 
Ledgers 
1. General Ledger 
2. Customers Ledger 
3. Loan Ledger 
Records of Original Entry 
1. Journal 
2. Cash Book 
3. Blotter 
Supplementary Records 
1. Margin Record 
Security Records 
1. Position Book (Ledger) 
2. In and Out Book (Original Entry) 


General Ledger 


The General Ledger may be either loose leaf or 
a bound book, depending largely upon personal 
preference. It contains the balance sheet and 
profit and loss accounts, standard ledger rulings 
being used. 
_Customers Accounts 


A controlling account with customers is main- 
tained in the General Ledger, being built up from 
column totals in Cash Book, Blotter, and Journal. 

Customers accounts must also be maintained 
with individuals showing cash received from and 
paid to them, debits and credits on account of 
securities purchased and sold, interest charges 
and credits, dividend adjustments, etc. It is 
advisable to use a special ruling for this purpose, 
which is illustrated by Form 1. 

Emphasis must be laid upon the fact that it is 
essential to describe the condition of the accounts 
of customers in terms of securities as well as dollars 
and cents when submitting statements to them. 

(Continued on page 43) 
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Biographical Sketches of Pace 
Students Who Have Made Good 


Wayne Kendrick, C.P.A., Partner of R.G. Rankin 
& Company, Washington, D. C. 


AYNE KENDRICK, who is an 

active partner in the firm of 

R. G. Rankin & Company, ac- 
countants, Washington, D. C., is known 
by his friends as a man who gets things 
done. This ability, together with a 
particularly engaging personality and 
sound technical training, has had much 
to do with his marked success in profes- 
sional practice. 

Mr. Kendrick’s work as an accountant 
really began in October, 1915, when he 
accepted a position as an auditor in 
the Treasury Department at Washing- 
ton. Realizing the need for further 
technical training of a broad and prac- 
tical nature, he enrolled at Pace In- 
stitute, Washington. In 1917, before 
completing his course, he entered the 
employ of R. G. Rankin & Company as 
a junior accountant. He has been with 


this firm since that time, except for a 


year and a half spent in military service 
during the War. 

We have already spoken of Mr. Ken- 
drick’s engaging personality, and his 
exceptional technical equipment. His 
loyal devotion to the interests of his 
firm and their clients resulted in his 
promotion to the position of manager 
of the Washington office of his firm. 
Recently he was admitted to partner- 
ship. Mr. Kendrick holds the C.P.A. 
certificate from the state of North 
Carolina. 

In a recent discussion of the present- 
day value of Accountancy education, 
Mr. Kendrick said, ‘‘Accountancy train- 
ing is a stepping-stone to business 
success. Since it is a specialized train- 
ing, it places a man in a position where 
he can, provided he has the other 


qualifications, lift himself above the 
rank and file.’’ 

“There is always plenty of opportunity 
for Accountancy-educated men in the 
professional practice of Accountancy, 


in private business organizations, and 
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in various departments of the govern- 
ment service. The financial rewards 
involved in positions of this character 
are frequently greater than those obtain- 
ed in positions in other lines of endeavor 


over a corresponding period of time.”’ 


Day-school Students Visit 
Federal Reserve Bank 


IFTY members of the Day-school 

Division of Pace Institute, New 

York, on November 27, made an 
interesting trip to the Federal Reserve 
Bank at 15 Nassau Street, New York 
City. 

The tour through the bank was pre- 
ceded by a short, but very instructive 
talk, by H. M. Jefferson, chief of the 
Personnel Development Department. 
Mr. Jefferson pointed out the part that 
the Federal Reserve Bank of New York 
plays in the financial structure of the 
nation. He explained, also, the proce- 
dure of co-ordinating the daily transac- 
tions of all the reserve banks throughout 
the country in the Central Office at 
Washington. 

The party was then divided into five 
groups. Each group made up of ten 
students was in charge of a member of 
the executive staff of the bank. All 
departments of the bank were visited, 
and special interest was manifested in 
the money-counting division where 


hundreds of thousands of dollars pass 
through the hands of 250 clerks each 
day. The trip was one of the most 
interesting undertaken by the students 
this fall. 


THEODORE VANDERBEEK, Class 
E3607, Pace Institute, New York, is 
now associated as junior accountant 
with Cronin & Cronin, certified public 
accountants, 1 Madison Avenue, New 
York City. 


LESTER A. ROSELLE, a _ former 
student at Pace Institute, New York, 
is now a bookkeeper with Belding 
Brothers & Company, 906 Broadway, 
New York City. Mr. Roselle was 
formerly with the American Linseed 
Company, 297 Fourth Avenue, New 
York City. 


GEORGE G. IRVING, a student in 
the Extension Division of Pace Insti- 
tute, New York, has accepted, through 
the Pace Agency for Placements, Inc., 
a position in the accounting department 
of Austin Nichols Company, Kent 
Avenue and North Third St., Brooklyn, 
New York. 
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American Institute 
Library 


HE American Institute of Ac- 

countants maintains the most 

complete accounting library in 
the United States. This library is 
housed in the building of the American 
Institute at 135 Cedar Street, New York 
City. In response to an inquiry from 
Robert H. Montgomery, president of 
the New York State Society of Certified 
Public Accountants, in reference to 
the use of the library by members of 
the State Society, A. P. Richardson, 
secretary of the American Institute 
of Accountants, recently wrote the 
following letter, in which he says that 
the use of the Institute’s library is not 
restricted to members of the Institute. 


“Dear Mr. Montgomery: 

“In reply to your inquiry as to the 
use of the Institute’s library, I am 
directed to advise you that the library 
is open during the customary hours of 
the business day and that all members 
of the New York State Society of Certi- 
fied Public Accountants, whether mem- 
bers of the Institute or not, will be 
cordially welcome to make use of the 
library for reference purposes. 

“Indeed, it is the hope of the Institute 
that use of its facilities will not be 
entirely restricted to members of the 
Institute. 

“For the information of those who 
may not be familiar with the library 
and its facilities, let me say that we 
believe that the collection of books, 
pamphlets, magazine articles, reports, 
etc., constitutes the most complete 
accounting library in the United States. 
All current literature which is worth a 
place in an accountant’s library is 
purchased upon publication, and in 
addition we are constantly adding to 
our files of older books, files of maga- 
zines, etc. The library is well equipped 
with such works of reference as are likely 
to be required by any practising account- 
ant, and a considerable amount of 
attention has been paid to literature 
dealing with specific industries which 
may be of service to accountants called 
upon to render professional assistance to 
companies engaged in such industries. 

“‘The library staff is ready and willing 
to assist visitors in finding the references 
which they desire. 

Yours sincerely, 
(Signed) A. P. Richardson, 
Secretary.”’ 


FRED W. VOLL, JR., Class A3116, 
Pace Institute, New York, is now a 
bookkeeper for the Great Atlantic & 
Pacific Tea Company, in the Newark 
branch. 


MACK BROFMAN, Class B3316, Pace 
Institute, New York, is now in the 
accounting department of the Sackett 
& Wilhelms Corporation, 1013 Grand 
Avenue, Brooklyn, New York. 


WILLIAM J. UMBACH, of the faculty 
of Pace Institute, New York, is now on 
the staff of Bergen & Willvonseder, 
certified public accountants, 55 Liberty 
Street, New York. 
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bers said to me, “‘I hear you are 

going to lecture to our Association 
next week.” I replied, ‘““No—not lec- 
ture—merely another case of Daniel in 
the lions’ den.”’ 

On more mature reflection, and, after 
having met this imposing gathering of 
mathematical lions, I feel I was quite 
wrong in my reply. That historical 
meeting, if memory serves me right, 
ended quite satisfactorily for the prophet 
Daniel. I have not the temerity to 
assume this evening will end so happily 
for the apostle Bartholomew. 

I am extremely gratified with the 
compliment you have extended to me to 
permit me to be with you on this 
pleasant occasion, and the opportunity 
it gives me to meet your distinguished 
guests and members. As for any 
message I may have for you, I realize 
keenly that I am a layman in the midst 
of experts whose technical training, 
whose varied experiences, and whose 
professional vocabulary are, in the main, 
foreign to me. 

A story told by Dean Robinson of the 
College of the City of New York, ata 
recent meeting of the Association of 
Urban Universities in this City a few 
weeks ago, is apropos of this occasion. 
Dean Robinson was expatiating on the 
relatively greater importance of the 
Dean, as compared with the President 
in University affairs, and stated that 
many college presidents were prone to 
undertake ambitious plans quite beyond 
their ability to accomplish. ‘I am 
reminded,’’ said Dean Robinson, “of a 
small Jewish boy in our City whose 
father had presented him with a new 
pair of shoes. The father observed his 
small son going up stairs, two steps at 
a time, and said, ‘Ikey, Ikey, what for 
you do dat—go up stairs two steps at 


A FEW days ago, one of your mem- 


a time?’ ‘O, fader,’ said Ikey, ‘dat’s 
business.’ ‘Beesness?’ questioned the 
father. ‘Yes,’ the son replied, ‘dot ‘saves 


shoe leather.’ ‘Dot’s fine, dot’s fine,’ 
said the father, ‘but Ikey,’ he admon- 
ished, ‘don’t split your pants.’’’ I shall 
take the father’s warning to heart 
tonight and try and leave my nether 
garments intact. 

According to Oliver Wendell Holmes 
we start out with six primary relation- 
ships, which to my mind immediately 
moves to eight, and then expands into 
infinity. First, we have the lawyer as 
he really is; next the lawyer as he thinks 
he is; next the lawyer as the accountant 
thinks he is. Then, we have the ac- 
countant as he really is; next, the ac- 
countant as the lawyer thinks he is; and 
the accountant as the accountant thinks 
he is. 


Accountant 
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I would add the lawyer and the ac- 
countant as the public think they are, 
and dismiss this latter classification 
with a word. To the public, the lawyer 
is the crafty son of Beelzebub, who has 
long since sold his soul to the devil and 
preys profitably upon the troubles of 
mankind through the courts of the land. 
To the public, the accountant is an 
exotic type of bookkeeper of the orchid 
variety who, like the pearl necklace 
and the Rolls Royce, flourishes beside 
the seats of the mighty. But, fortunately, 
we may leave the great mass of our 
citizenship outside of our discussion 
this evening, and limit our remarks to 
the lawyer as the lawyer thinks he is, 
and the accountant as the lawyer thinks 
he is. 

In order to get the lawyer’s ea poInel 
of the accountant, I tried an experiment 
recently with a group of law students 
and asked them three questions: (1) 
how many have studied double entry 
bookkeeping? (2) how many recall 
their work to a degree enabling them to 
open and close a set of double entry 
books of a manufacturing corporation? 
(3) what difference, if any, is there 
between the bookkeeper and the ac- 
countant? The result was exactly as 
anticipated—tten students out of one 
hundred had studied bookkeeping and 
were able, according to their statement, 
to open and close a set of double entry 
books. Their prevailing idea of the 
accountant was that he was an exper- 
ienced bookkeeper who audited the books 
of others to establish accuracies or inac- 
curacies. That the accountant must be 
familiar with basic legal relations; that 
the accountant was above all things a 
business analyst; that the accountant 
was a constructor of systems for the 
recording, checking, and control of busi- 
ness transactions, never occurred to these 
law students. And this lack of informa- 
tion will follow many of these young 
men and women for years in their 
practice of the law and is, to some 
degree, characteristic of the attitude of 
a majority of the legal profession toward 
the accountant. 

The lawyer starts his practice with 
the elements of accounting ‘‘a terra 
incognito.’”’ He acquires, gradually, a 
facile use and understanding of the 
terms grantor and grantee, vendor and 
vendee, mortgagor and mortgagee, lessor 
and lessee, but when you in turn talk 
glibly of debits and credits, balance 
sheet and profit and loss statements, 
trial balance, journalizing, prime manu- 
facturing costs, amortization, earned 
surplus, and deferred assets he is slowly 
groping along—perhaps gasping for air, 
and often hopelessly befuddled over 
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The Relation of the Lawyer to the Public | 


Address given by A. G. Bartholomew, member of the Erie Bar, at Public Accountants’ 
Dinner Meeting, Held in Buffalo, December 18th, 1923 


matters of elementary clearness to you. 

This lost battalion of young or in- 
experienced lawyers has lost contact 
with the armies of fact and figures you 
are rushing to its support. It is a 
battalion with all the pride of self- 
assurance and unwillingness to admit 
defeat, as that group of young Ameri- 
cans, under Major Whittlesey, in the 
Forest of Argonne. And like that band, 
a request that it admit inferiority or 
defeat is likely to be met with those 
classic words which Whittlesey sent 
to his adversaries,—‘‘Oh, go to hell.” 

So, for the lawyer, I bespeak from you 
of your profession, that sympathetic 
contact which comes from appreciating 
the possible difficulties, which the lawyer 
may be facing in endeavoring to under- 
stand you, and your language, and the 
processes and results of your work. A 
few moments of conversation will enable 
you to conclude the type of lawyer you 
are dealing with, and, if he needs your 
help and patience, give them both to 
him freely—but don’t let him know that 
you have categoried him in the kinder- 
garten. 

There is another class of relationship 
that you may unknowingly be entering 
with the lawyer which I may illustrate 
from my own experience. Very early 
in my professional career I was called 
upon to liquidate, as receiver, a com- 
pany amendable to the state banking 
laws which had lent on second mortgages 
scattered throughout the state. The 
affairs came to me with an imposing 
balance of book assets over liabilities 
and that book surplus was the figure, 
which, in my experience, I expected any 
honorable or intelligent person should 
realize on the liquidation. I was flooded 
with a tidal wave of first mortgage fore- 
closures and rushed from town to town 
throughout the state counselling with 
local attorneys, borrowers, and real 
estate men in an endeavor to save the 
slim equities. After wasting three or 
four months’ time and some money in 
this vain endeavor, it developed that 
my only hope was to ercourage the 
mortgagors to keep up their payments 
on the first mortgage and slowly liqui- 
date their second mortgage indebted- 
ness at a compromise figure to the 
company of which I was receiver, 
This was a long drawn out process and 
after the second or third year the State 
Banking Department sent one of your 
members to audit my accounts. When 
he entered my office my only thought 
was—how can any reasonable man ever 
explain satisfactorily the tremendous 
shrinkage between the original book 
assets and the discouraging result of 
my hard work. Had the accountant 
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been anything but the embodiment of 
courtesy and professional skill I fear 
I never should have survived an ordeal of 
criticism. As one grows older one 
realizes that nearly every liquidation is 
a tragedy, but this liquidation seemed a 
tragedy for which I was to blame. I 
am happy to say, that the auditor found 
my books in order and made his report 
with no criticism to me. 

This illustration I have given in an 
endeavor to show you that no matter 
how honest the man may be whose 
accounts you are auditing, no matter 
whether he be lawyer or layman, your 
presence is a strain upon him. He feels 
that some higher power has called in 
question his honesty, his accuracy or 
his ability; and not until your work is 
over does he rest comfortably. 

And so I bespeak again your sym- 
pathetic understanding of the other 
fellow. As you meet him he is mostly 
honest, usually nervous and at his worst. 
Your audit will tell his story with 
mathematical certainty; and until you 
have that story from his entries or lack 
of entries, give him that same sym- 
pathetic friendliness which has always 
been my good fortune to receive from 
the members of your profession. 

We Americans are rapidly following 
in the footsteps of Europe in the matter 
of saints’ days and holidays. After 
Mr. Columbus made his transatlantic 
voyage and arrived at port on October 
12, 1492, we proceeded to make him a 
patron saint and declared that day in 
October a legal holiday. After Mr. 
Washington and his associates enun- 
ciated the platform on which they stood 
and cracked the Liberty BeH on July 4, 
1776, we added a second saint’s day 
to the calendar. And now that you 
gentlemen are here tonight to discuss 
pending legislation, I venture to suggest 
another saint and another saint’s day. 
As for the day, it should fall on the 
third month of the year—in blessed 
memory of March 1, 1913. As the 
patron saint of that day so memorable 
in the history of accounting I would 
suggest the name of your distinguished 
guest, Mr. Robert E. Montgomery, 
whose published fame is so indissolubly 
associated, not with the Ides of March, 
but with the kalends of that month. 

Whatever may be your attitude 
toward my suggestion, I feel sure that 
you will agree with me, that March 1, 
1913 was the nuptial day of your pro- 
fession and mine. We courted you 


TOUCHE, NIVEN & COMPANY, 
public accountants, 80 Maiden Lane, 
New York City, announce the opening 
of an office in the Union Oil Building, 
Los Angeles, California, under the 
direction of C. A. H. Narlian, C.P.A., 
as resident partner. Mr. Narlian was 
formerly in the New York office of 
Touche, Niven & Company. 
TERENCE C. BRADY, a graduate 
of Pace Institute, New York is now 
secretary and assistant treasurer of 
Brewster, Badeau & Company, Inc., 
76 William St., New York City. 
GERALD MORRELL, a graduate of 
Pace Institute, New York, is secretary 
of the Madison State Bank, 23-25 New 
Bowery, New York City. 
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before then and kept company when 
our clients were in financial difficulty, 
or a reorganization or a merger was 
pending, or a liquidation was under way, 
but after the marriage date we had to 
have you by our side, for better or for 
worse, three hundred and sixty-five days 
in the year. We then learned that your 
profession had its constructive branch, 
its recording branch, its analytical or 
critical branch, and that the good old 
days when a man could arrive at his 
profits by guess or by God were gone 
forever. Our ways and our clients’ ways 
are your ways, your country is our 
country, and whithersoever thou goest 
we go. And take it all in all, it is a good 
thing that our income tax statutes have 
imposed upon our citizens the necessity 
of determining annually the status of 
their affairs. We lawyers were forced 
by the pressure of these statutes upon 
our clients to have at least a bowing 
acquaintance with the multitudinous 
bookkeeping, accounting, and legal 
problems thrust over night upon the 
citizenry of this country. We saw we 
could be bachelors no longer and took 
unto ourselves the blushing bride of 
accountancy. You solve many of our 
problems, you turn over not a few for 
us to fight with the taxing authorities 
and courts of the land; but day by day 
we learn to know you better and appre- 
ciate your many graces. 

May I add a single additional thought 
in closing. Hitherto, I have referred to 
the relation of the lawyer and accountant 
when their interests are parallel. I 
would also mention the relation when 
their interests are seemingly adverse— 
a situation when the accountant is 
under cross-examination by the lawyer 
representing clients whose interests are 
adverse to the employer of the account- 
ant. The stage seems set for two adver- 
saries and early the cross-examination 
may develop into a contest of wits. 
The accountant may very naturally 
come to the conclusion that the form of 
the question submitted by the cross- 
examiner and the small leeway given 
by the lawyer to the witness in scope of 
the answer permitted is for the purpose 
of obscuring the truth instead of reveal- 
ing the truth. I must again bespeak 
your fndulgence for the lawyer. He is 
working under a maze of rules govern- 
ing the inclusion and exclusion of evi- 
dence that may seem unjust and unfair 
to the witness—most of which have been 
handed down to us from the common law 


HARRY E. HAMMOND, a graduate 
of Pace Institute, New York, is now a 
statistician for the Staten Island Edison 
Corporation, Staten Island Ferry Ter- 
minal. Mr. Hammond accepted this 
position through the Pace Agency for 
Placements, Inc. 

JAMES M. HOAGLAND, a former 
student of the Pace Courses, is now on 
the staff of Brunswick-Kroeschell Com- 
pany, Jersey Avenue, New Brunswick, 
N 


MISS LILLIAN F. DAVIS, a former 
student in Pace Institute, New York, 
has accepted a position in the accounting 
department of the Bishop Gutta Percha 
Company, 420 East 25th Street, New 
York City. 
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of England—rules which through cen- 
turies of experience the courts of that 
country and this, have deemed wise 
and beneficient for the protection of 
property rights and for the redressing 
of wrongs to person and property. 
The obvious relief of a hard pressed 
accountant, when a technical accounting 
question is before the court, is to wind 
the lawyer in the red tape of account- 
ancy, exactly as the lawyer has wound 
the witness in the red tape of legal 
formality. And yet, I take it that the 
function of the accountant and the 
advocate are somewhat different. The 
advocate is employed to set before the 
court and jury. the most favorable in- 
ferences that can be drawn in favor of 
his client from the mass of evidence 
produced in the case. This is a biased 
viewpoint at best, and I am frank to 
say to you gentlemen, that because the 
advocate does not hold the scales of 
justice, but strenuously endeavors to 
tip the scale in favor of his client, the 
estimate of the lawyer by the average 
man is not particularly flattering. 

It would be a sad pity if the public 
came to look upon your profession as a 
group of professional partisians whose 
testimony could be purchased by either 
litigant at the prevailing rates for such 
expert service. And yet that is just 
where the medical profession has brought 
itself today in the field of medical 
expert testimony. I venture to say that 
in practically every case involving this 
class of testimony it is possible to employ 
physicians and surgeons of note who 
will invariably come to conflicting con- 
clusions from the same state of facts, 
depending on which side of the case hey 
happen to be sworn. 

I hold the high conception of the 
profession of the accountant that you 
are the searchers after truth—that you 
seek the truth impartially from the 
written records of men and having found 
the truth you are willing to reveal such 
truth to those entitled to know the same, 
no matter whether the result be favor- 
able or unfavorable to your client. 

In closing, may I add as a tribute that 
which my contact with your profession 
has developed into a profound convic- 
tion. I know of no profession and no 
body of men with higher sense of honor, 
finer sense of fair play, more d ligent 
searchers after truth, more fair and 
impartial in their judgment. You honor 
our body politic and our populace honors 
you. 


JOHN H. WOOD, a graduate of Pace 
Institute, Washington, who has been 
employed as statistical expert in the 
Chicago office of the Western Electric 
Company, has been transferred to the 
office of the Vice-president of the 
Western Electric Company, New York 
City. Mr. Wood was prominent in 
student activities at Pace Institute, 
Washington, having served several terms 
as an officer in the Pace Club. 
ARTHUR F. WOOD, formerly a stu- 
dent at Pace Institute, Boston, re- 
cently accepted the position of controller 
for the Cadillac Motor Company of 
Boston. Mr. Wood was previously 
assistant auditor of the Packard Motor 
Company of Boston. 
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Business Study for the Technical Man 


HERE seems to be a pronounced increase in 

interest on the part of technically-trained 

college graduates in the study of business 
subjects—accounting, finance, law, and economics. 
Finding that their advancement along purely tech- 
nical lines is not as rapid as they would have it, 
many are studying Business in order to supplement 
their technical training. For example, an engineer 
may feel, after practicing his profession for a time, 
that he likes the business aspects of his practice 
better than the technical: Naturally, he turns to 
the study of Accountancy and Business Administra- 
tion to secure the necessary training in business 
methods and procedures. 

The dean of an engineering school recently said 
that, in his opinion, there were two lines of develop- 
ment along which the engineering student might 
choose to work. He might decide to become a 
technical expert in his chosen field, or he might 
decide to combine technical engineering training 
with a knowledge of business. More men, he 
thought, were fitted for the latter work than for 
the former. The demand seems to be increasing 
for men with the combined training in engineering 
and business. 

It is natural that engineers, for example, should 
have an aptitude for Accountancy. They ordi- 
narily possess highly developed analytical ability, 
which they have but little difficulty in applying 
to problems of business and organization. Business 
constantly has need of these men—trained in two 
fields of endeavor—who can bring to business a 
knowledge of business, and the technical training 
of another profession as well. 


Have You an Open Mind? 


SPEAKER said recently, ‘‘We are asking 
A our young people to think for themselves; to 

question theories and principles. Most of 
them don’t, of course, but the older ones don’t 
either. They merely rearrange their prejudices 
every so often.” 

Many people do just this. They think they are 
really questioning established theories and prin- 
ciples. They think they are being open-minded. 
In reality, they are doing nothing of the kind. 
They are rearranging the prejudices—the same old 
prejudices that they always had, and that they 
always will have, unless they make their open- 


mindedness something more than mere form. If 
we are like this, let us do something else. Instead 
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of rearranging them, let us try to get rid of some 
of our prejudices and make ourselves actually, 
instead of superficially, open-minded. 

It has been said so frequently as to make repeti- 
tion almost useless, that the business man whose 
mind is not always open to new and illuminating 
ideas is headed in the wrong direction. So let 
the business man avoid rearranging his prejudices 
under the guise of being actually open-minded. 


College vs. Vocational Training 


HE New York Tribune in its issue of August 
29, 1923, published an editorial entitled 
“College or Calling?”’ 

“There is point in the simultaneous appearance 
of some remarks by the president of the University 
of Maine on college attendance and of a report 
upon the growth of vocational education under 
Federal auspices,’ said the Tribune. 

“President Little repeats what many thoughtful 
educators have said before, that a considerable 
proportion of young men who enter college are 
incapable of successfully and profitably pursuing 
the curriculum and would much better go instead 
to some vocational school. Their persistence in 
trying to pursue a course for which they are not 
fitted is a loss of time and money to them, an 
injury to others who are fitted for college courses 
but who are crowded out, and an injustice and 


_ detriment to the colleges. 


“The root of the error lies in what President 
Little well describes as the belief of most parents 
‘that there is an amendment to the Constitution 
which provides their sons or daughters with the 
privilege of a college education,’ and also in the 
equally false notion that there is something un- 
democratic in the intimation that every boy or 
girl is not fitted to pursue a college course and to 
enter one of the learned professions. The fact is 
that there are just as marked differences of mental 
capacity as of physical energy and agility, and that 
it is just as unreasonable to think that any boy or 
girl can acquire college culture as to think that any 
one can become a pianist like Paderewski or a 
singer like Caruso.” 

Fortunately, we are not all alike. What is one 
man’s meat is another man’s poison. There is 
no reason why a boy just graduating from high. 
school should feel ashamed because he does not 
have a particular aptitude for academic studies. 
A boy of this type usually has a liking for vocational 
subjects: It is too bad when a boy of this type is 
forced to breast the academic tide in college or 
university when he would be much better off in a 
school which would give him training in some 
vocational subject—business, accoun‘an:y, sales- 
manship, advertising or some phase of technology. 

By all means let us have college training, and 
the best possible, for those who will benefit most 
from it. Similarly, let us have technical and 
vocational training of the best kind to meet the 
needs of the young man and young woman who 
are by nature not fitted for collegiate work of 
an academic kind. 
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Short Sketches of 1923 Prize Winners, 
Pace Institute, New York 


Arthur Swenson — Karl Aal 


T the recent graduation exercises 
of Pace Institute, New York, 


Arthur Swenson, whose photo- 
graph accompanies this article, was 


awarded the Scholarship Prize in gold 
for the highest average in the final 
examinations. 


ARTHUR SWENSON | 


Arthur Swenson was born in New 
York City. He was graduated from 
public school with highest honors, and 
in 1919 he completed the high school 
course at Townsend Harris Hall. Dur- 
ing his high-school years, he worked as 
a clerk in his vacations with the Lincoln 
National Bank, now a branch of the 
Irving Bank-Columbia Trust Company. 
Subsequently he went with the bank 
as a regular employee, and, through 
work in the various departments, 
obtained valuable experience in bank 
accounting and procedures. 

It was during his term of service with 
the Lincoln Bank that Mr. Swenson 
enrolled in the Evening-school Division 


of Pace Institute, New York. When 
he began his study, Mr. Swenson had 
already determined to prepare for 
professional Accountancy practice. 

His friends and teachers know that 
Mr. Swenson has a way of making good 
in whatever he undertakes. He was 
advanced rapidly in the bank, and, 
before his resignation, he held the 
position of general bookkeeper in 
charge of the general ledger and the 
preparation of daily reports. In order 
to attain practical experience in ac- 
counting work, he resigned from the 
Lincoln Bank in August, 1921, and 
accepted a position as junior accountant 
with Martin Kortjohn and Associates, 
now Kortjohn and Tripp, certified 
public accountants. Six months later, 
he was made a senior accountant because 
of his earnestness and ability with 
figures, and his habit of clear thinking. 
Mr. Swenson gives Pace Institute much 
credit for his rapid rise in the profession. 
At the present time he is still in the 
employ of Kortjohn and Tripp, and is 
now chief of staff for the firm. 

Mr. Swenson has his eye fixed on the 
C. P. A. certificate in New York State. 
He will take his examinations at an 
early date, and, if past performances 
of different jobs are any criterion, he 
will in due time be numbered among 
the holders of the certificate. 


Karl Aal 


HE thesis prize for the year 1923 
was awarded to Karl Aal at the 
recent graduation exercises of 
Pace Institute, New York. Mr. Aal 
was awarded first prize in gold for 
ability in research and observation, and 
ability in original thinking, as evidenced 
by his graduation thesis ‘Warehouse 
Cost Accounting,’’ which was published 
in a recent issue of THE PACE STU- 
DENT. 
Mr. Aal was graduated from public 
school in New York City in 1912. He 
was valedictorian of his class. In 1915 
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he completed the course at Townsend 
Harris Hall in New York City, and was 
ninth on the Honor Roll. Mr. Aal’s 
first and only position was with the New 
York Dock Company. This company 
has the largest warehouse, pier, and 
terminal system in the western hemi- 
sphere, and is located on the Brooklyn 
waterfront, opposite the lower end of 
Manhattan Island. 

He worked with the New York Dock 
Company as pay-roll clerk and book- 
keeper, but soon deciding to prepare 
for a better position in accounting work, 
he enrolled at Pace Institute, New York, 
in the professional course in Accountancy 
and Business Administration. When 
the New York Dock Company decided 
to install the so-called ‘‘Massachusetts”’ 
system of warehouse cost accounting, 
Mr. Aal was selected to take charge of 
the system. 

Mr. Aal still continues with the New 
York Dock Company as cost account- 
ant. He was appointed to this position 


KARL AAL 


in 1919. His wide knowledge of ware- 
house accounting assures him success 
in this particular branch of accounting 
work. In addition to his school work at 
Pace Institute, Mr. Aal has been a 
student at the College of the City of 
New York. 


THE NEW YORK STATE RE- 
GIONAL conference of the National 
Association of Cost Accountants will 
be held in Syracuse on February 6th. 
The Buffalo, Rochester, Syracuse, Utica 
and Albany chapters will be represented 
at,this meeting. 


BERGEN & WILLVONSEDER an- 
nounce the formation of a partnership 
for the general practice of Accountancy 
and for income tax, financial and related 
investigations, with offices at 55 Liberty 
Street, New York City. George L. 
Bergen, of this firm, was formerly of 
Geo. L. Bergen & Company, dissolved, 
and Ernest Willvonseder was formerly 
treasurer of the American Chicle Com- 


pany. 


EUSTACE C. H. CARSON, formerly 
an accountant on the staff of Pace & 
Pace, New York City, is now a member 
of the staff of Klink, Bean & Company, 
San Francisco, Los Angeles, and Oak- 
land, California. 


JOHN P. BURKE, Pace Institute, 
New York, has accepted, through the 
Pace Agency for Placements, Inc., a 
position as junior accountant with A. 
Rafter, C.P.A., 1 Broadway, New York 
City. 


HARRY SILVERMAN, Pace Insti- 
tute, New York, who was formerly with 
Famous Players Lasky Corporation, is 
now a junior accountant for Albert A. 
Brody, 347 Fifth Avenue, New York 
City. 


CLARENCE M. PECK, Pace Insti- 
tute, Washington, has _ resigned as 
auditor in the Income Tax Unit to 
accept employment on the professional 
staff of Hein & Greene, public account- 
ants, Binghamton, New York. 


L. CHRISTIAN ANDERSEN, a grad- 
uate of Pace Institute, New York, was 
among the successful candidates in the 
June C.P.A. examinations in New York 
State. Mr. Andersen is staff manager 
for Stagg, Mather & Company, 123 
Liberty Street, New York. 


FREDERICK J. HOWE, Class E504, 
Pace Institute, Boston, has accepted a 
position in the accounting department 
of the United States Rubber Company, 
Boston, Mass. 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 


deemed to be of general interest to readers of The Pace Student. 


A communication, in order to re- 


ceive attention, must contain the name and address of the person asking the question. 


CORPORATION with an authorized issue 
A of Capital Stock amounting to $3,000.00 
is controlled by A, B, and C, who have each 
subscribed for $1,000.00. A has paid in full for his 
stock, and B and C have each paid in $900.00. 
A dies and X buys his shares for $800.00 which 
was the book value at that time, the Corporation 
having lost $600.00 during the time A was there. 
For the privilege of allowing X to come into the 
business B and C each state they will require that 
their stock be considered full paid. Entry in 
books at that time was made as follows: 


Services Rendered. ..... $200.00 


To Capital Stock ..... $200.00 


Now a dispute arises between B, C and X where- 
by X withdraws from the business, the corporation 
at that time having lost an additional $600.00. 

Y buys X’s shares for their book value of $800.00. 

X then demands $200.00 from the Corporation 
on account of allowing B and C each $100.00 in 
shares when he got into the Corporation. This 
sum the Corporation pays. 

What entry should there be made on the Cor- 
poration books for the $200.00 paid to X? Should 
it be shown as an expense of the Corporation or 
should B and C each return a $100.00 share and 
an entry be made reversing the entry previously 
made or entry be made as follows: 


$200.00 
$200.00 


Treasury Stock.....:. 
To; Cashin by eee 


Answer: 


Your statement of the transactions in question 
is not complete in every respect, but, from the facts 
you have given, it seems that the stockholders 
of the corporation have confused their relationship 
with that existing between members of a partner- 
ship. It should be borne in mind that the corpora- 
tion is a legal entity which is quite distinct from 
the individuals composing it, and that in the 
absence of specific agreement to the contrary, the 
stockholders of a corporation may transfer their 
shares to others whenever they see fit and for any 
consideration they choose to accept. The consent 
of the corporation, or of the other stockholders, 
to such transfers of stock is not necessary. The 
price at which stock is traded in between stock- 
holders does not enter into the books of the cor- 
poration; the transfer is recorded in the Stock 
Ledger merely to keep a correct record of the 
ownership of its shares and not as a transaction 
of the corporation. 

From the figures you have given, it appears 
that at the time of A’s death the books of the 
corporation showed capital stock outstanding of 


$3,000, against which there was a deficit of $600.00. 
If, when X purchased ten shares of stock from the 
estate of A, the directors of the corporation saw 
fit to consider that B and C had rendered service 
and to accept such service in lieu of cash as part 
payment against their unpaid stock subscription, 
the authorization of the transaction should be 
found in the Minute Book and the first entry you 
show would be correct. 

Later, when the directors vote to pay $200.00 
to X, authorization for such payment also should 
be recorded in the Minute Book. However, it 
is not clear to us, from the facts as stated in your 
letter, why the corporation should pay X $200.00— 
that is, it is not clear what consideration the 
corporation received. 

If it is a gift to X, the payment would be recorded 
as follows: 


$200.00 
$200.00 
For gift made. 


If, on the other hand, the payment is considered 
as a payment for the personal accounts of B and C 
to X made by the corporation, the following entry 
would be passed: 


$100.00 
100.00 
$200.00 


For payment to X on account of B and C. 


If, assuming that the $200.00 were considered to 
be chargeable to A and B, the corporation accepts 
stock from A and B to cancel their accounts, the 
entry would be: 


mreasury Stocks.44..0 54 $200.00 
OB ta Ft ee) ee aan $100.00 
LO Cab ee aera are 100.00 


For stock turned over by B and C in settlement 
of charges against them. 


If the treasury stock is-then cancelled the fol- 
lowing entry would be made: 


SATA LOCK cr sade. Pees 
To Treasury Stock...... 


$200.00 
$200.00 


For treasury stock cancelled. 


In connection with corporation accounting mat- 
ters, as we have stated, the distinction in law 
between a corporation and a partnership, and the 
distinction between the rights of stockholders and 
of partners, should always be borne in mind, and 
should be given proper effect in keeping corporation 
books and partnership books. Unless the distinc- 
tion is clearly in mind, trouble may be experienced 
when the rights of a stockholder are violated. 


1924 


Stock Brokers’ Accounts 
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(Continued from page 35) 


In order that this may be done, it is 
necessary that the accounting system be 
planned to provide for the accumulation 
of full information, that transactions be 
correctly recorded, and finally, that 
postings be made to the proper accounts 
of debit and credit amounts and pur- 
chases and sales of securities made. 

To illustrate the accounting procedure, 
let us assume the following series of 
transactions: 

On June Ist, Frank Robinson depos- 


cient capital. Where an account con- 
tains only short sales, it is called a 
“short”? account. If only long items 
appear, it is known as a ‘“‘long”’ account. 
If both types of transactions have 
occurred, the account is said to be 
“hedged.” 
Bank Loans 

The original record of these transac- 
tions is made in the Cash Book, and 
postings are made to the individual 
creditors’ accounts in the Loan Ledger, 


NAME Frank Robinson, 
ADDRESS I W. 65th St., City, 
TELEPHONE Endicott 1234 


Shares or Par Interest 
Date Description Price} F. | Debit | Credit |Balance 
Bought} Sold Debit | Credit 
19— 
June 1 posit 12 1000|—}1000|— 
5 20 ive Tel & Tel. 122 | 13 |2440|— 
10 Baldwin 115 1150 — 
Commission 4,50 2594\50 
10 10 U. S. Steel B 90 | 14 900|— 
Commission 1/50 1695|— 
Stamps 40 
Interest 6,95 1703\35 14,95 8\— 


Form 1—Customers Ledéger. 


ited $1,000 with C. D. Blank and Com- 
pany, to open an account. On June 
Sth, he instructed his brokers to pur- 
chase for his account twenty shares of 
American Telephone and Telegraph and 
ten shares of Baldwin Locomotive, ‘‘at 
the market.’’ 


Purchase was duly made that day at 
the best prices obtainable, namely, 
American Telephone & Telegraph Com- 
pany, 122, Baldwin Locomotive, 115. 
On June 10th he executed a short sale, 
selling ten shares of United States Steel 
at 90. 


The effect of recording these transac- 
tions together with interest charges and 
credits, commission and stamp charges 
(items incidental to trading) is shown 
in the form of customers accounts, 
(Form 1). Statements similar to the 
one shown (Form la) are sent to cus- 
tomers monthly. Although the forms 
of statement and ledger account differ 
in this illustration they may, of course, 
be identical, or nearly so. In many 
brokerage concerns, where customers’ 
accounts are kept by means of bookkeep- 
ing machines, this is the case. 

The debit balance of $1703.35 brought 
down shows that Robinson is indebted 
to C. D. Blank & Company in that 
amount. He is also obligated to the 
extent of ten shares of U.S. Steel. As 
offsets to these, he is ‘long’? twenty 
- shares of American Telephone & Tele- 
graph Company and ten shares of 
Baldwin Locomotive. These securities 
are held by brokers to protect themselves 
for advances made by them to purchase 
stocks for which Robinson had insuffi- 


ruling of which is shown in Form 2. 

Totals of debit and credit ‘‘Loans 
Payable’? columns (in Cash Book) are 
posted to Loans Payable controlling 
account, in General Ledger. 


Form 2—Loan Ledger 


This record should be a loose leaf 
ledger, or a card file. A separate ac- 
count may be kept, either with each 
lender, or for each loan. The former 
is more practicable, as the broker 
ordinarily has a general balance with 
the lender, instead of one or more specific 
loans. This general balance is expanded 
or contracted according to his needs, 
and this process is accompanied by the 
pledging of additional collateral, or the 
redempticn of collateral previously 
pledged, as the case may be. This 


Mr. Frank Robinson, 
1 W. 65th St., 
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method of dealing, therefore, tends to 
merge all loans into a general balance, 
instead of keeping intact the identity of 
each specific loan. 

The record shown provides for re- 
cording date of transaction, movement 
of securities, and money debits, credits, 
and balance. 


Brokers Controlling Account 


A brokers controlling account is 
maintained in the General Ledger, and 
is built up from the footings of the 
Brokers column, in Blotter and Cash 
Book. As explained previously, it is 
sometimes impracticable to open indi- 
vidual accounts with brokers, the 
balance of the controlling account being 
reconciled by the listing of unsettled 
items from the Blotter. 


Stocks Borrowed and Loaned 


General Ledger accounts are main- 
tained for ‘Stocks Borrowed’’ and 
Stocks Loaned.’’ The original record 
of these transactions is made in the Cash 
Book, as the money received or paid 
furnishes the basis for entry in the 
financial books. As these transactions 
are few in number, detail postings are 
made to Ledger accounts from sundries 
columns in Cash Book. In _ theory 
these transactions are identical with 
loan transactions at bank as they consist 
merely of the borrowing of money with 
collateral pledged as security. Thereisa 
distinction from the practical viewpoint, 
however, as they are executed for the 
benefit of the lender, rather than for the 
benefit of the borrower. 


Journal 


An ordinary two-column Journal is 
sufficient, although it is advisable to 
have special columns, debit and credit, 
for customers. Miscellaneous Journal 
entries are necessary from time to time, 
but the regular recurring ones are con- 
fined almost exclusively to the periodical 
adjusting and closing entries, and to 
interest debits and credits. 

In actual practice it may be found, in 
many instances, that a Journal is not 
in use. Accounts are closed simply by 
transferring the balance in one account 
to that of another. 

Some concerns enter any miscel- 
laneous items (such as would find their 
way to the Journal in a commercial 
concern), in the Blotter. 


°C. D. BLANK & CO. 
120 Broadway 


New York, N. Y. New York, N. ¥. June 30, 19— 
19— 19— 
June | 5 20 Am. Tel & Tel. @ 122..... $2440 —|||June | 1’ Deposit .....%............... $1000|— 
10 Baldwin @115............ 1150 —|||June |/10,10 U. S. Steel B OO. Satake 900/— 
june.!30\Interest, (2.3085 chess. goss 695 
Commission......... 6 00 
Revenue Stamps.... 40|||June |30) Balance 1703/35 
$3603/35 $3603 |35 
19— ~ |{19— 
July | 1|Balance $1703/35|||July | 1/Short 
Long 10 U. S. B Steel 
20 Am. Tel. & Tel. 
10 Baldwin 


Form la 
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Interest Adjustments 


Interest is charged on customers’ 
debit balances and allowed on customers’ 
credit balances. If a Journal is in use 
entries should be passed at the end of 


NAME 
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cash book, such as depicted here, is 
used. The check book, as a rule, consti- 
tutes the only record of cash transac- 
tions. Details are noted in full on the 
stubs, in the usual manner, and postings 
are made from this source. 


ADDRESS 


Shares or Par 


Date 


Pledged Redeemed 


Securities F 


Debit Credit | Balance 


Form 2—Loan Ledger 


the month, debiting and _ crediting 
customers’ controlling and interest ac- 
counts as the case may be. Postings to 
individual customers’ accounts are made 
during the month as interest calculations 
are performed. 


Cash 


The accounting for cash transactions 
presents no extraordinary features, but 
follows ordinary procedure in such 
cases. All cash received and disbursed 
must be recorded. The most suitable 
record for this purpose is a specially 
ruled Cash Book, such as the one 
illustrated by Form 3. In a properly 
designed system all cash received should 
be deposited in bank, and all disburse- 
ments except petty cash, should be 
made by check. Petty cash fund should 
be maintained on the imprest basis. 


The totals of the Total, Customers, 
Brokers, and Loans Payable columns 
furnish the basis of monthly debits 
and credits to Bank Account, Custom- 
ers’ Control, Brokers’ Control, and 
Loans Payable Control Accounts, re- 
spectively. Detail postings are also 
made to individual customers accounts 
from the two customers columns. 


Cash customers’ transactions are 
checked against the corresponding entry 
in the Blotter. A list of unpaid cash 
items (debit and credit) is taken from 
the Blotter at the end of the month and 
is used in conjunction with the balances 
of margin accounts to prove balance of 
Customers’ Controlling Account. Ex- 
pense column is analyzed monthly, 
and postings are made therefrom to 
various Expense Accognts in General 
Ledger. 

Very often it will be found that no 


(Left Page) 


Date Name Detail 


Date, Name and 
Detail 
(Same as above) 


Cus- Loans 
Total | tomers | V |Brokers Payable 


Cus- Loans 
No. || Total |tomers| V | Brokers|payable|Expense 


February 


Dividends 


Although title to stocks carried for 
margin customers rests in the customers, 


the house appears as the stockholder of © 


record, and consequently dividends on 
such stocks are paid to it. 

Such dividends are recorded in the 
cash book in the same manner as any 
cash received is recorded, customers’ 
accounts being credited. If the cus- 
tomer desires to receive his dividends 
in cash, the broker draws a check and 
charges the customer as in the ordinary 
case of cash paid to a customer. 


Purchases and Sales 


Purchases and sales of securities de- 
mand careful accounting. A purchase 
transaction involves: . 

(a) A debit to the customer for whom 

purchased. 

(b) A credit to the customer from 

whom purchased. ‘ 

(c) A credit to Commission Account. 


A sales transaction involves; 


(a) A debit to the broker to whom 
sold. 

(b) A credit to the customer for whom 
sold. 

(c) A credit to Commission Account. 

(d) A credit to Expense for the tax. 

The tax is in the form of revenue 

stamps which are purchased by the 


Sundries 


Account| +/ | Amount 


(Right Page) 
Sundries 


Account | ./ | Amount 


RN te ON aah se OD SMa MM 
Form 3—Cash Book 


ee 
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broker and charged to Expense. When 
securities are sold the broker attaches 
the required stamps to the security and 
charges the customer for the value 
thereof. 

The original record of purchase and 
sale-transactions is made in the Blotter, 
which is illustrated in Form 4. 
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per share. No detail postings are made 
from this column, entries herein being 
offset against entries in the ‘“‘Brokers’’ 
column on the credit side of the Cash 
Book. The total of the ‘Brokers’ 
column in the Blotter is posted to the 
credit of Brokers Controlling Account, the 
balance of which is accounted for by alist 


SECURITIES PURCHASED 
(Left Page) 
Shares Credit Brokers Debit Customers 
Date | Security|} or { Price orm. 
Par Amount Name Amount Name Debit | Credit 
e 
60 
a 
Pe 
oo 
a 
So 
. 
cat 
SECURITIES SOLD 
(Right Page) 
Shareg Debit Brokers Credit Customers House 
Date} Security|} or |} Price Comm: eT ax lo a1 560s 
Par Amount] Name Amount} Name Debit | Credit 

CI 

os 

S 

= 

a 

& 

oc 

Ae 

a 

Form 4—Blotter (Purchase and Sales Record) 
Blotter 


The Blotter, as it is ordinarily called, 
is the cornerstone of a Stock Broker’s 
accounting system. It affords a record 
of his daily transactions and furnishes 
the basis for his settlements with brokers 
and customers, and for very necessary 
entries in the Position Book. 

Purchases are recorded on the left- 
hand page, the date of the transaction, 
the name of the security, the number of 
shares (of stock) or the par value (of 
bonds) and the price per share or per 
thousand dollars being shown in the 
appropriate columns. These columns 
are purely statistical in nature, and, do 
not as such go into the financial records. 
They do, however, furnish the basis 
for arriving at the amounts of the 
financial entries and for entries in the 
Position Book. 

The amount column under ‘‘Brokers”’ 
is used to show the total amount of the 
purchase and is arrived at by multiply- 
ing the number of shares by the price 


of unpaid items taken from the Blotter. 

The total of the Commission column 
furnishes the basis of a monthly credit 
to Commissions Account. 

The Amount column under ‘‘Custom- 
ers’’ furnishes the basis for detail postings 
to the debit of Margin Customers’ indi- 
vidual accounts, and for summary posting 
at the month end to Customers’ Con- 
trolling Account. Brokers’ amount plus 
commission equals customers’ amount. 

The house engages in various transac- 
tions, sometimes functioning as broker 
and sometimes as customer. Such 
transactions may be recorded and han- 
dled exactly as brokers’ and customers’ 
transactions are handled. However, it 
is more practicable to segregate them, 
as indicated. The debits and credits 
to the ‘‘House’’ columns follow the 
general rule, i. e., if functioning as 
broker, the house is credited; if function- 
ing as customer, the house is debited. 
No detail postings are made from these 
columns, but the totals are posted 
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monthly to ‘‘Securities Owned”’ Account 
in General Ledger. fe + 
i The right, or sales, side of the Blotter 
functions similarly to the left or purchase 
side. The debit and credit effects are 
reversed as to customers and brokers, but 
otherwise there is no essential difference. 
It is to be noted, however, that a column 
for ‘‘Tax’’ is provided. The total of 
this column furnishes the basis of the 
monthly credit to ‘‘Revenue Stamps” 
Account. 

‘Commission’? column represents a 
credit to that account, just as it does, 
on the purchase side of the book. 

The credit to Customers is arrived at 
by deducting from the brokers’ amount, 
the charges for commission and tax. 

Each page of the Blotter should be 
footed and the footings carried forward 
from page to page, so that monthly 
totals can be built up. 

The two sides of the book are balanced 
independently, total debits equaling 
total credits on each side. 


Margins 


As explained above, the house ad- 
vances the difference between the cus- 
tomer’s margin and the purchase price, 
which, ordinarily, amounts to about 80% 
of the purchase price. It must be 
remembered that the house’s sole 
security is the stock purchased. There- 
fore, it must be in position to protect 
itself in case such security becomes im- 
paired. Thus, in the case of a purchase 
at 100 on 20 points margin, if the price 
were to fall to 80, the house would call 
on the customer for more margin, and 
unless it is deposited immediately, the 
house would be forced to sell the stock, 
in order to prevent a possible loss. 

This being the case, and as market 
values rise and fall rapidly in an active 
market, a careful record of margin 
accounts must be maintained, showing 
moneys advanced, market values of 
securities held, and customers’ margins. 
This record, which is called the Margin 
Record, is illustrated in Form 5. 

In the case of a short sale, the proce- 
dure is reversed. Here the house must 
protect itself against a rise in the market 
value. The customer sells a stock that 
he does not own at the price current 
when the sale is made. The stock must 
be delivered to the purchaser within 
some specified time, during which the 
customer expects to buy it in for less 
than he sold it. At the time the sale 
is made the house also obligates itself 
to make delivery to the other broker 
within the time specified. The house is, 
therefore, personally liable in case of 
failure to deliver, regardless of his rights 
as to the customer. 

On the other hand, the house has a 
receivable item due him from the other 
broker, which will be paid when the 
stock is delivered, but the amount of 
which is governed by the price at which 
the stock was sold. 

The house, therefore, requires a 
margin from the customer to protect 
itself in case it has te buy in the stock 
(in order to effect delivery) at a price in 
excess of that for which it was sold. 

Thus if the house sells short for cus- 
tomer A 10 shares XYZ to broker B, 
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seller 90, at 100, on 20 points margin, 
the house has a receivable item from 
broker B amounting to $1000; opposed 
to this is the house’s absolute liability to 
deliver to broker B, within 90 days, 10 
shares of XYZ, regardless of what the 
10 shares may cost. Now, with the 
$1000 the house will receive from broker 
B when delivery is made, plus the margin 
of $200 already received from the cus- 
tomer, the house is protected so long as 
the market price does not exceed 120. 
If it reaches that point the house will 
call on its customer for more margin, 
and if such margin is not deposited, it 
will buy in the 10 shares and make 
delivery to broker B, thus completing 
the transaction. 
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This information originates in the 
Blotter and the In and Out Book. 
Postings from the Blotter represent 
purchases and sales of securities, regard- 
less of receipt or delivery; postings from 
the In and Out Book represent securities 
received and delivered, irrespective of 
purchases or sales. 

Individual customers accounts show 
the securities long or short, as well as 
money balances. At least once a month 
the Position Book should be compared 
with customers’ accounts to see that 
shares and descriptions of securities as 
shown by both records are in agreement. 

“Securities Owned”’ Account should be 
compared with Position Book monthly 
to verify the house’s holdings. 


Customer Securities Shares 


Market 
Value 


Ledger 


Balance hares 


Price 


Form 5—Margin Record 


From this it will be seen that a margin 
record covering short accounts is equally 
as vital as the one previously referred to 
in connection with long accounts. 


Margin Record 


The purpose of this record is to disclose 
the- relationship between values ad- 
vanced by the house and the market 
value of collateral held as security for 
such advances. The difference between 
the two represents the customer’s equity 
or margin. 

In the case of a long account, the 
excess of market value over ledger 
balance equals customer’s margin. In 
the case of short accounts, excess of 
ledger balance over market value equals 
margin. Whether or not the margin is 
ample, is disclosed at a glance. 


Accounting for Securities 


A stock broker keeps a record of 
securities irrespective of money values, 
in much the same way that a merchant 
keeps a record of his merchandise. 

The broker maintains two records for 
this purpose, which are: 

1. The Position Book, or Ledger. 

2. The In and Out Book, or Journal. 


The Position Book which is illustrated 
in Form 6 is the Securities Ledger, and 
it functions as a perpetual inventory. 

It shows the total shares (of stock) 
and par value (of bonds) under the con- 
trol of the house, and the total shares 
and par value that the house is short. 
It shows further the disposition of these 
totals as between customers, brokers, 
and the house. 


In a well managed house, physical 
inventories of securities are taken fre- 
quently. Such an inventory, however, 
will not agree with the Position Book, 
because it includes only securities 
actually in possession of the house (in 
“the box’’), while the Position Book 
shows all securities under control of the 
house. In comparing physical-inventory 
with Position Book, therefore, the follow- 
ing records must also be taken into 
account: 


1. Stocks loaned. 

2. Stocks pledged to banks (Loan 
Ledger). 

3. Stocks out for transfer (Letters of 
transmittal). 


Securities in “‘the box’”’ plus the three 
groups listed above, should agree with 
the Position Book. 


Position Book 


A separate page is provided for each 
security, the name of the security being 
written across the top of the page. The 
pages are arranged alphabetically by 
securities. The wide space at the left 
is for the names of customers and 
brokers. The vertical columns are 
for number of shares. The chrono- 
logical progression is from left to right, 
each column representing a_ specific 
date. The operation of this record is 
extremely difficult to describe in the 
abstract, so let us assume a specific 
case. 

On January Ist, 1922, the house in- 
augurated a new accounting system, 
and installed among other records, a 
Position Book. The inventory of securi- 


February 


Form 6—Position Book 


ties and analysis of customers’ accounts 
disclosed that 100 shares of Anaconda 
Copper were on hand distributed as 
follows: 


A. Andrews—Long—25 Shares 
B. Biddle «« -—50 Shares 
House ‘« —25 Shares 


On January 2, the following trans- 
actions occurred: 


Sold 
For account of Andrews 25 shares to 
Jones & Co., Brokers 
For account of Biddle 25 shares to 
Smith Bros., Brokers 
For account of Carson (Short) 25 
shares to Jones & Co., Brokers 


Bought: 
For account of Dudley 50 shares trum 
Smith Bros., Brokers 
For account of Elwell 100 shares from 
A. Adams, Brokers 
On January 3rd, the following: 


The house borrowed, from Williams 
& Company, the 25 shares that Carson 
was short and delivered them to Jones 
& Co. 

The house also delivered to brokers, 
the stock sold by their other customers 
and received from brokers, the stock 
purchased, the latter being forwarded 
to the Anaconda Copper Company for 
transfer. 


On January 4th: 

The house received the new certifi- 
cates from the Company and delivered 
100 shares to Elwell, who paid the house, 

Although the foregoing may perhaps 
appear rather involved, it is in reality 
quite simple. 

On January 1, the house was long 
100 shares, 25 shares of which belonged 
to the house and 75 shares of which was 
carried for customers. It will be observed 
that the column for January 1 totals 
100 shares. It should be noted here 
that black indicates shares long, and 
red (italics) indicates shares short— 
therefore the record shows 100 shares 
long and the disposition thereof. 

Now to consider subsequent transac- 
tions. Each purchase or sale affects two 
people—the customer and the broker 
to whom the stock was sold. A purchase 
results, pending deliveries, in the cus- 
tomer being long and the broker being 
short. Inversely, a sale makes the 
customer short and the broker long; or 
if the customer sold stock,which he was 
already long, the sale reduces his balance 
by the number of shares sold. 
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Entries in Position Book are shown in 
Form 6a. 

Transaction No. 1—Andrews sold 25 
shares to Jones & Co. on January 2. The 
record shows that Andrews now has no 
stock and Jones (from this transaction) 
is long 25 shares. Andrews’ account is 
now closed. On January 3, the stock 
was delivered to Jones as the symbol 
““”” shows. This posting originated in 
the “In and Out Book.”’ Jones’ account 
is now closed (as to this transaction). 

Transaction No. 2—Biddle sold 25 
shares to Smith Bros. As Biddle was 
carrying 50 shares, however, his account 
is not closed, but the balance is reduced 
to 25 shares. Smith’s account is the 
same as Jones’ (above). 
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Transaction No. 3—Carson sold short 
25 shares to Jones. Carson had no 
stocks and is, therefore, shown as short 
the 25 shares, and will continue to be 
so shown until he delivers. Jones is long 
25 shares. The house borrows the stock 
from Williams & Co. on the 3rd and de- 
livers it to Jones, whose account is now 
closed. Williams & Co. are now long 
25 shares, and Carson is short the same; 
therefore, the stock is not in possession 
of the house. 

Transaction No. 4—Dudley bought 
50 shares from Smith Bros. Here we 
show Dudley long and Smith short. 
? on the third shows delivery by 
Smith. Dudley’s account being still 
long 50 shares, shows that delivery has 
not been made to him and that the 
house has the stock. 

Transaction No. 5—Elwell bought 
100 shares from Adams. First entry 
of the transaction is the same as in No. 4. 
se ”? on the 3rd shows delivery by 
Adams to the House. ‘“ ”? on the 4th 
shows delivery by the house to Elwell. 
Both Adams’ and Elwell’s accounts are 
now closed. 

It will be noted that balances are 
carried. forward from day to day, so 
that the last column to the right in 
which any entries appear will disclose the 
status of all accounts. The net total 
of the column will show the net position 
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of the house as to the particular security, 
regardless of the disposition of such 
position among customers, brokers, and 
house, and regardless, also, of longs or 
shorts. 

Thus, on January 1, as we have seen, 
the house is long 100 shares, all of 
which are in their possession. On 
January 2, the positions of individuals 
have changed, but net position of house 
is unchanged as no deliveries or receipts 
have been effected. 

On January 3, the house is long 200 
shares, having received 175. shares 
and delivered 75 shares, and having had 
100 shares on hand since January 1. On 
January 4, the 100 shares were delivered 
to Elwell, leaving the house long 100 
shares. 
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possession and control of the house; 
in the second case, the securities come 
into, and go out of, the possession of the 
house, but the house’s control of the se- 
curities is unaffected. 

Ruling of the In and Out Book is 
shown in Form 7. 


Conclusion 


As stated at the beginning of this 
thesis, no attempt has been made to 
cover all the ramifications of Stock 
Brokerage Accounting. One important 
phase of the subject that has been barely 
touched upon is the preparation and 
interpretation of the Balance Sheet, the 
proper exposition of which is entirely 
beyond the scope of this treatise. 


(Left Page) 
Date Shays? Securities | Cert. Nos. Received From For Account Of Remarks 
| 
(Right Page 
Date eek Securities | Cert. Nos. Delivered To For Account Of Remarks 


Form 7—In 


In and Out Book 


This is a chronological record of 
securities received and delivered. As 
here used, ‘“‘received’’ and ‘‘delivered’’ 
refer to securities which come into the 
house’s control and which go out of the 
house’s control. 


Thus a stock received from a seller 
upon payment of the price would con- 
stitute a ‘‘receipt’’; a stock delivered to 
a purchaser under like conditions would 
constitute a delivery. On the other hand, 
a security pledged with the bank would 
not constitute a delivery, nor would 
the redemption of such a security con- 
stitute a receipt. In the first case the 
securities come into, and go out of, the 


and Out Book 


However, the essential features of a 
workable system have been presented, 
with a view to giving a general under- 
standing of the procedures involved in 
keeping the accounts of a Stock Broker. 


EMIL CANNERT, Pace Institute, 
New York, has accepted a position as 
accountant with Pasley & Conroy, certi- 
fied public accountants, 67 Wall Street, 
New York City. 


MISS ELLA L. MANNING, a former 
student in the English courses, Pace 
Institute, New York, has accepted, 
through the Pace Agency for Place- 
ments, Inc., a position in the accounting 
department of A. A. Kahil, Inc., 4 
Washington Place, New York City. 
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Buttalo 
Dinner Meeting 


ROFESSIONAL Accountancy is 
Pirecive vibrant even, everywhere— 

North and South, East and West. 
This time we record the successful meet- 
ing of the public accountants of Western 
New York, held at Buffalo, on Tuesday, 
December 18, 1923, under the auspices 
of the New York State Society of Certi- 
fied Public Accountants. There are 
twelve members of the Society residing 
in Buffalo, of whom one, L. K. Watkins, 
is a director of the Society and a member 
of the Legislative Committee. The 
meeting, however, was open to all 
public accountants, regardless of whether 
they possessed the C.P.A. certificate or 
not, and a hundred or more were in 
attendance. Buffalo, Rochester, Syra- 
cuse, Niagara Falls, Lockport, James- 
town, and other cities were represented. 

The New York City delegation con- 
sisted of Colonel Robert H. Montgom- 
ery, president of the Society; James F. 
Farrell and W. Alcom Brown, secretary 
and assistant secretary, respectively, of 
the Society; and Homer S. Pace, of the 
Legislative committee of the Society. 

The all-day program included a joint 
luncheon of the bankers,’ credit men’s, 
and accountants’ sections of the Buffalo 
Chamber of Commerce, at which Colonel 
Montgomery spoke on the Mellon tax 
program, and Homer S. Pace on Income 
Tax administration. The program in- 
cluded, also, an afternoon session of 
the members, held in the offices of 
Messrs. Haskins & Sells, at which 
merely Society affairs were discussed. 
Mr. Lewis H. Allen, vice-president, 
Albrecht & Weaver Inc., Buffalo, pre- 
sided at this meeting. 

The big event of the meeting was the 
dinner, given in the evening in the 
sumptuous new Athletic Club, of which 
Buffalo is so justly proud. The program, 
under the able direction of L. K. Wat- 
kins, as toastmaster, was exceptionally 
good. Community songs led by Mr. 
Joseph L. Armbruster placed everybody 
in the best of humor, and violin solos by 
Donald L. Watkins were an especial 
treat. 

After the dinner and music, the follow- 
ing addresses were made: ‘‘The Lawyer 
and the Public Accountant,’’—A. G. 
Bartholomew, Member of the Erie Bar; 
“The Banker and the Public Account- 
ant,’”’—Elliott C. McDougal, president 
of the Marine Trust Company, Buffalo, 
the largest trust company between New 
York and Chicago; ‘‘Proposed Legisla- 
tion Affecting Public Accountants,”’— 
Robert H. Montgomery, New York, 
president of the New York State Society 
of Certified Public Accountants, and 
of the firm of Lybrand, Ross Brothers, 
and Montgomery, New York City; ‘‘Pro- 
posed Legislation Affecting Public Ac- 
countants,’”—Homer S. Pace, Pace & 
Pace, New York. 

The addresses by Mr. Bartholomew 
and Mr. McDougal were a rare treat— 
seldom have accountants listened to 
more helpful and specific counsel. Else- 
where in this issue Mr. Bartholemew’s 
address is reproduced in full. The talks 
by Colonel Montgomery and Mr. Pace 
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related to the proposed changes in the 
C.P.A. law, in which all public account- 
ants are interested. A lively discussion 
followed the addresses. The meeting 
was both profitable and enjoyable, and 
will long be remembered as marking a 
new epoch in Accountancy in Western 
New York. 


Regional Meeting 
Held in Akron 


HE Regional Meeting of the 

American Institute, held in Akron, 

Ohio, Saturday, November 3rd, 
was a big event. Arthur E. Chandler, 
C.P.A., of Chandler, Murray & Chilton, 
accountants practicing in Akron, was 
chairman of the Committee on Arrange- 
ments. Associated with him were 
Messrs. Lewis Wintermute, Charles 
R. Stanley, Chester L. Weberg, and 
Harry Hough. All of these men are 
well-known for their standing in the 
profession of Accountancy, and they 
did fine teamwork in providing an 
exceptionally good program and en- 
joyable entertainment for the visiting 
accountants. 

During the day, at the Akron City 
Club, a technical program was offered 
to the 200 or more visiting accountants. 
Mr. A. P. Richardson, Secretary of the 
American Institute, gave a brief opening 
talk. This talk was followed by technical 
papers by William A. Ullrich, C.P.A., 
of Dayton; Charles H. Brook, C.P.A., 
of Akron; Carl H. Nau, C.P.A., of 
Cleveland; Hugh L. Patch, C.P.A., 
of Cleveland; John T. Kennedy, LL.B., 
tax specialist, of Washington; and Homer 
S. Pace, C. P. A., of New York. A brief 
recess was taken for luncheon. The 
luncheon gave opportunity for many 
personal chats. 

In the evening an informal banquet 
was given of a most enjoyable character. 
President Edward E. Gore, of the 
American Institute, was present and 
gave an inspirational talk—Ed Gore sees 
Accountancy in a big way and he drove 
his vision home in a most effective 
manner. Other able speakers contrib- 
uted to the after-dinner program. The 
music was especially good, and adapta- 
tions were made of popular songs by 
means of which the idiosyncrasies of 
various accountants present were played 
up. Even the flowing neck-tie of a 
past president received the attention 
of the muse. 

The marvelous growth of Accountancy 
was evidenced by this meeting. It has 
not been a long time since when the 
entire profession of accountants in the 
United States could not have mustered 
as large a gathering as were present at 
the. Regional Meeting held in Akron. 
The members present not only profited 
by the technical discussions, but were 
strengthened and encouraged for their 
duties by the comaraderie and by the 
fraternal feeling engendered by the 
meeting. 


SAMUEL W. LERER, a former student 
at Pace Institute, New York, was among 
the successful candidates in the New 
York State C.P.A. examinations held 
in June, 1923. 
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Interesting Talks Given 
At Day-school Assemblies 


EVERAL interesting and helpful 
talks were given recently at the 
Day-school assemblies of Pace 
Institute, New York. 

On December 3, B. F. Young, assist- 
ant chief accountant of the New York 
Telephone Company, discussed the 
organization and accounting system of 
the Telephone Company. In course of 
his discussion Mr. Young gave a very 
interesting explanation of the arrange- 
‘ment of the different departments, 
methods of control, relations of regula- . 
tory bodies in different states, and the 
various accounting procedures. 

On December 10, V. R. Kilboy, auditor 
for the Harrolds Motor Car Company, 
New York City, spoke on the “Opportu- 
nity for the Accountant in the Auto- 
motive Service Industry.”” Mr. Kilboy 
traced the growth of the automotive 
service industry and discussed the var- 
ious phases of the organization of motor 
car companies. He brought out many 
interesting points relating to the auto- 
mobile industry and the part played by 
accountants in its development. 

Charles T. Bryan, C.P.A., a member 
of the firm of Pace & Pace, addressed 
the assembly on December 17. He 
discussed the methods of preparing 
written examinations and dwelt, par- 
ticularly, on the proper methods of 
answering accounting examinations. Mr. 
Bryan’s talk was very helpful. 


Pace Club of Boston 
Elects New Officers 


T a recent meeting of the Execu- 
tive Council of the Pace Club 


of Boston, the following officers 
were elected for the ensuing year: 
Dudley B. Ellis, president; Dorothy M. 
Scott, vice president; Alfred H. Edgerly, 
secretary; and Helena J. O’Malley, 
treasurer. 

The following appointments to Stand- 
ing Committees were made: Social 
Committee, Dorothy M. Scott, chair- 
man; Auditing Committee, William A. 
Doering, chairman; Membership Com- 
mittee, John J. Lyons, chairman, 
Gertrude P. Twombly, and Helen W. 
Jones. 

The report of the treasurer shows the 
finances of the club to be in a satisfactory 
condition. 

Plans for the season’s activities are 
being rapidly developed, and the drive 
for membership is meeting with most 
encouraging response. 


CLARENCE KEFAUVER, a graduate 
of Pace Institute, Washington, recently 
accepted an appointment on the pro- 
fessional staff of Roberts, Furman & 
Murphy, Washington, D. C. Mr. 
Kefauver was formerly executive ac- 
countant and office manager for Adolph 
Kerr, wholesale jewelers, Washington, 


MORGAN BEVAN, JR., a former 

student in Pace Institute, New York, is 

now office manager for the Henry Ges- 

on Baking Company, Wilkes-Barre, 
a. 
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The Banker and the Accountant 


By A. E. Van Doren, Vice-president, The Irving Bank- Columbia... Erust, Company, 
New York a Laney Y Gt 


SEED, © HE 


We are privileged to reproduce below a paper presented by Mr. Van Doren at 
a special meeting of the New York State Society of Certified Public Account- 
ants, held at Columbia University, September 25, 1923. 
in the December 14th issue of the News Bulletin of the above society.—|EDITOR.| 


EN I think of accountants, I naturally 

V V think of figures, and that old adage ‘‘Figures 

do not lie,’”’ except, as one has put it, with 

respect to a woman’s age or a man’s, between forty- 
three and sixty. 

This made me feel that I should be careful to be 
very precise, so I have prepared a paper on the 
subject. 

To get down to cases, what I really want to talk 
to you about is closer codperation and better 
understanding between the accountant and the 
banker and what the banker feels the accountant 
can do to bring this about. 

Not only should the accountant and the banker 
benefit through coéperation and better understand- 
ing, but their clients, in whom they have a mutual 
interest, should benefit materially. In fact, it is 
exceedingly important to all three that there be a 
mutual understanding of the problems and needs 
of each other, with a real desire to assist in working 
them out, so that each may secure the greatest 
benefit from the intimate relationship that natur- 
ally exists between them. 

Closer co6peration and better understanding are 
important to the client because, if his business is 
to be successful in a large way, it is essential that 
adequate records, properly supervised, be main- 
tained, so that the operations of his business and 
the results thereof may be readily determined and 
fully understood, and this can be accomplished 
under the guidance of competent accountants 
better than in any other way. 

It is of equal importance that the client establish 


proper credit relations with his bankers, not only | 


for the amount of credit he may obtain, but for 
the advice he may receive. These relations should 
be of a most intimate character. The value of 
them, however, will depend upon the client’s will- 
ingness and ability to confide in his bankers the 
most complete and confidential details of his busi- 
ness, for without such information, confidence is 
not complete, credit is restricted, and intelligent 
advice cannot be given. 
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Much can be done by the accountant in impress- 
ing upon his clients the willingness of the banker 
to assist in working out their problems; the ad- 
vantage to be gained from a policy of frankness 
with a free and full disclosure of their real situation. 
The danger of resorting to practices of a deceptive 
nature, which rarely succeed in attaining their 
objective, or, if they do, do not maintain it more 
than temporarily, should be pointed out. 

While it is unfortunate that such practices are 
sometimes in evidence, I believe it is largely the 
result of misunderstanding and ignorance. The 
misguided man is often more dangerous than the 
one who deliberately tries to deceive. 

Closer codperation and better understanding 
between the banker and accountant are important 
to the accountant in that he has a professional, as 
well as a practical, interest in having the character 
of his professional work thoroughly formulated 
and standardized. The accountant, also, is inter- 
ested in seeing that his client obtains the greatest 
possible benefits from the results of the systems 
installed by him and the facts regarding the 
business operations and financial condition which 
may be obtained therefrom. These benefits cannot 
be obtained in full measure without the codperation 
of the client, the banker, and the accountant. 

There is, also, the more selfish consideration of 
increased practice. The banker recommends: your 
service now, but, how much more strongly he 
could recommend it had he the full confidence in 
your service that would been gendered by better 
understanding and closer codperation. 

This closeness of codperation and better under- 
standing are important to the banker as it is his 
duty to aid his clients in maintaining and strength- 
ening their financial condition by pointing out the 
weak spot in their organization, and to advise them 
along constructive lines in order that better results 
may be obtained. . To do this, it is necessary that 
all the facts be presented, and this presentation 
rests with the accountant. 

It is also important to the banker, who is con- 
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stantly passing upon credits based in part upon 
statements, because of the tendency to create an 
increased degree of confidence in both the account- 
ant and the client, which should greatly facilitate 
the extension of credit to the latter. 

It is clear that much may be done by the account- 
ant, on one hand, in urging the client to seek the 
banker’s advice and to present his financial condi- 
tion to his banker in fullest detail, and by the 
banker, on the other hand, in encouraging his 
clients to keep better and more complete records 
of their business and to have them properly super- 
vised by competent accountants. 

There are two ways in which the accountants 
can aid in bringing about closer coéperation and 
better understanding between themselves and the 
banker. 

First, by a better control of the methods em- 
ployed in compiling statements and verifying the 
assets and liabilities. Second, by standardizing 
the manner of. presentation of the accountant’s 
findings and the form of accountant’s certificate. 

Judging from the reports. prepared by account- 
ants which come to the banker’s attention, there is 
a decided lack of uniformity employed in the 
preparation of statements and the verification of 
the assets and liabilities. 

This has resulted in frequent departures by some 
accountants from recognized accounting standards 
and has resulted in reports which, to say the least, 
have been found to be evasive in important de- 
tails. A few of the instances to which I refer may 
be classified as follows: 

(1) Allowing the client’s books to be kept open 
for a period after the date of the statement and 
treating the collections received during the interval 
as cash or offsetting them against liabilities; 
crediting accounts receivable with the amount 
collected. 

(2) The inclusion among the current assets of 
accounts and notes receivable due from officers 
and affiliated and subsidiary companies, often- 
times without separating them from the amounts 
due from trade debtors. 

(3) The practice of taking a past balance sheet 
and readjusting it to show the theoretical result 
of the sale of a proposed security issue, without 
making it clear how such results were reached. 

(4) The omission of contingent liabilities from 
the statement. 

Some years ago, the American Institute of 
Accountants, at the request of the Federal Trade 
Commission, took the first step toward the stand- 
ardization of balance sheet audits, and, to insure 
greater care in compiling and verifying statements, 
prepared a memorandum on balance sheet audits. 

This memorandum was approved by the council 
of the Institute, representing accountants in all 
sections of the country, and, after approval by 
the Federal Trade Commission, was submitted 
to the Federal Reserve Board. The Federal 
Reserve Board, after careful consideration, gave 
the memorandum a provisional or tentative en- 
dorsement and submitted it to banks, bankers and 
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banking associations throughout the country for 
their consideration. 

More recently, the Robert Morris Associates, 
a national organization of credit men, appointed a 
“Committee on Codperation with Accountants.”’ 

The memorandum, also, has the full support and 
approval of this committee. The importance of 
following some such standardized methods in the 
preparation of statements is clearly shown by the 
result of the action of this committee in bringing 
to the attention of a special committee of the 
American Institute of Accountants on coéperation 
with the Robert Morris Associates, a number of 
instances wherein bankers have received certified 
balance sheets for credit purposes which were 
clearly open to criticism. 

After review, this committee of the accountants 
expressed the opinion that, if the provisions of the 
memorandum had been followed by the account- 
ants, in the majority of cases referred to by the 
Robert Morris Associates committee, the causes 
for criticism would not have existed. 

Much more can be done along these lines; but it 
will need the codperation of all, if the much-to-be- 
desired results are to be obtained, and, unless we 
“practice what we preach,” little can be accom- 
plished. 

The accountant’s report is to a greater extent 
than ever before being relied upon by the banker 
in formulating his conclusions regarding the good- 
ness of the loans he is called upon to extend to his 
customers. I refer here to loans which are not 
based upon specific collateral, but upon the general 
credit and capital of the borrower. 

While all audits are not made for the purpose of 
obtaining a basis upon which to obtain bank credit, 
it is safe to say that the major portion of them arise 
from this need, or that the resultant balance sheets 
figure in credit arrangements. 

The accountant should determine the purpose of 
his report and prepare it accordingly, keeping 
before him, however, the likelihood of it being used 
as a basis for credit. 

It is conceivable that the time will come when 
the banker will require every unsecured loan of 
important amount to be supported by proper 
records, properly supervised, and will demand the 
report of an independent examination of the 
borrower’s financial position by accountants of 
recognized standing and ability. 

The reason for this is obvious if one but pauses a 
moment to consider the failures which take place 
in the business world every, day. Many of these 
failures are due to the non-maintenance of proper 
records of the business operations and the results 
thereof. Coupled with these poor records is a 
disinclination in many cases to reveal the real 
situation, when it is known, to those in a position to 
render proper advice. 

The time when accountants’ reports will be 
demanded by the banker from every customer 
requiring unsecured credit depends very largely 
upon the accountant. As long as the accountant’s 

(Continued on page 63) 
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Budgeting Maintenance Expenditures 


By Leon Strauss, Assistant Auditor of Construction, Southern Railway Company, 
Graduate of Pace Institute, Washington 


HE importance of the adoption of a budget 

for expenditures by business interests, espe- 

cially the larger organizations, has been appar- 
ent during the past five years, due to the mounting 
costs of labor and material. The successful opera- 
tion of a budget system is found in the case of the 
United States Government, which only in recent 
years has used this expedient of controlling ex- 
penditures. The operating executive of any business 
is enabled through the method to keep its expendi- 
tures within due bounds and thereby produce 
satisfactory net earnings for his organization, 
which is the ultimate goal of every successful 
manager. 


Advantages of Monthly Equalization 
of Maintenance Charges 


The objectives of the adoption of a budget, 
particularly one for maintenance or upkeep of the 
property, can often be more readily realized by 
equalizing the estimated annual expenditure over 
the twelve months of the year—that is, apportion- 
ing one-twelfth of the estimated charge for the 
year to each month. The equalization of main- 
tenance charges over an annual period in connection 
with budget control prevents the distortion of 
monthly operating results, due to possible ab- 
normal charges in one month and _ subnormal 
charges in another for such maintenance or upkeep 


expenditures. 


This latter item may be of considerable impor- 
tance when the actual work of repair or main- 
tenance is performed in slack seasons. For example, 
in a trucking concern it is not feasible, due to the 
seasonal nature of the business, to withdraw the 
trucks from service during the busy periods for 
general overhauling, since such a practice would 
result in a lessening of income. Only those repairs 
which are absolutely necessary would be made 
during these periods. On the other hand, during 
the comparatively slack seasons, no lessening of 
income would ordinarily come about through the 
withdrawal of a certain number of trucks each 
week for general overhauling. If, however, the 
cost of overhauling were charged against the week 
or month in which the work was actually done, the 
management might be seriously misled through 
reliance on the operating statements. The periods 
showing the highest amount of income would be 
charged with the minimum of overhauling ex- 
penses while the periods showing lower income 
would be charged with a maximum of maintenance 
expenses. Such procedure would be erroneous, 
since the expenses of overhauling would be the 
result of the operations in the busy periods. This 
same principle will apply to other organizations. 
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Journal Entries 


A practical illustration of a method of accom- 
plishing the equalization of maintenance charges 
involves the use of two accounts—an account 
recording the expense and an account which is 
credited at the time the expense is set up. At the 
beginning of the fiscal year an estimate is made of 
the amount which will be expended for main- 
tenance. This total amount is apportioned to the 
months or other operating periods for which profit 
and loss is to be determined. Each month or 
other operating period for which profit and loss 
is to be determined an entry is passed substantially 
as follows: 

MAINTENANCE EXPENSE............ XXXXXX 
To RESERVE FOR MAINTENANCE 
To set up monthly (or other periodic) charge 
for maintenance, said amount being a 


proper proportion of the total estimated 
annual maintenance budget. 


XXXXXK 


Tt 


As expenditures are made for the maintenance 
covered by the budgeted figure, such expenditures 
are charged against the Reserve for Maintenance 
Account by an entry substantially as follows: 
RESERVE FOR MAINTENANCE....... XXXXXX 


To ACCOUNTS PAYABLE.......... 
To set up expenditures made for maintenance. 


XXXXXX 


Disposition of Balances in Accounts Set Up 


At the end of the year, if the actual expenditures 
made exactly equal the amount of the budget 
allowance, operations will have been charged, 
through the medium of the Maintenance Expense 
Account, with the correct amount, and the Reserve 
for Maintenance Account will have no balance, the 
total debits exactly offsetting the total credits. 

As a matter of practice, however, it will be the 
rare instance in which the actual expenditures will 
equal the budgeted expenditures. Accordingly, 
at the end of the year, the Reserve for Maintenance 
Account will have a balance. If the balance is a 
debit, it represents the excess of actual expendi- 
tures made over estimated expenditures. If the 
balance is a credit, it represents an excess of es- 
timated expenses set up over actual expenditures 
made. The amount of the balance should be 
transferred from the Reserve for Maintenance 
Account to the Maintenance Expense Account, 
acting as an adjustment of the budgeted figure set 
up in the latter account during the year, to bring 
it into conformity with actual expenditures. 

In some instances, it will be found that the 
management considers it desirable that the total 
cost of maintenance work in process at the end of 
the year shall be charged against the current 
year’s operations. Under such circumstances, an 
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analysis may be made of the balance in the Reserve 
for Maintenance Account and that portion of the 
balance which represents the estimated cost to 
complete the maintenance projects under way at 
the end of the year is allowed to remain in Reserve 
for Maintenance Account as a credit balance, 
while the remaining amount is transferred to the 
Maintenance Expense Account as above indicated. 
If the expenditures are made during the succeeding 
year, they are charged against Reserve for Main- 
tenance Account. Any balance remaining in that 
account, after all of the maintenance work has been 
completed, may be treated as representing an 
adjustment of the previous year’s expense or as an 
adjustment of the current year’s expense, depend- 
ing upon the managerial policy adopted. If the 
balance is a debit it represents an increase in 
expense, if a credit it represents a decrease in the 
expense. 

There is some question as to the correctness, 
from the accountant’s viewpoint, of the theory 
which permits a charge against a current year’s 
operations for expenditures for maintenance ac- 
tually made in a succeeding year. From the 
managerial viewpoint, however, such a procedure 
may on occasion be desirable and due consideration 
should be given to this fact. The method by which 
the entire amount of the balance of the Reserve 
for Maintenance Account is transferred to the 
Maintenance Expense Account, carries into full 
effect the transactions actually happening during 
the current year and is entirely correct from the 
standpoint of the theory of accounts. 


Procedure for Steam Roads 


The foregoing method is comparatively simple. 
A more complicated condition is met in the case of 
a steam road. Under date of April 26, 1921, the 
Interstate Commerce Commission, which super- 
vises steam roads engaged in interstate commerce, 
issued an order, effective January 1, 1921, giving 
approval to the procedure of apportioning or 
equalizing maintenance expenditures. The order 
stipulated that carriers desiring to make use of 
the method of equalizing maintenance charges 
should file with the Bureau of Accounts of the 
Interstate Commerce Commission each year, a 
statement of the maintenance program or budget. 

The desired results are secured by setting up 
two operating expense accounts—one designated 
as Account 280; ‘“‘Equalization—Way and Struc- 
tures,””’ and one designated as Account 338; 
“Equalization—Equipment.”’ It is also necessary 
to set up two ledger accounts, styled, respectively, 
“Equalization Reserve—Way and Structures’ and 
“Equalization Reserve—Equipment.” The latter 
accounts are contra to the former ones; that is, 
monthly debits to the equalization expense ac- 
counts are concurrently credited to the reserve 
accounts, and monthly credits to the expense 
accounts are inversely debited to the reserve 
accounts. 

It might be well, to obtain a clear understanding 
of the procedure, to emphasize the fact that the 
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two equalization expense accounts are items which 
go to make the aggregate of operating expenses for 
a month or period and are similar to the Main- 
tenance Expense Account mentioned in the first 
illustration. The equalization reserve accounts 
accomplish the same purpose as the Reserve for 
Maintenance Account previously mentioned, al- 
though the accounting treatment is somewhat 
different. 


A single item in a mairtenance budget will serve - 


to illustrate the method to be pursued in equalizing 
the expenditures for a year. A carrier adopts a 
budget for renewal of crossties for a calendar year 
amounting to $2,400,000. The proportion charge- 
able to operating expenses (Account 212; ‘‘Ties’’) 
for each month is $200,000, or $2,400,000 divided 
by 12. 


Journal Entries 


The following Journal entries are given to illus- 
trate how the budgeted figures and the actual 
expenditures are recorded: 

As crossties are purchased, they are charged to 
a storehouse account by summary entry: 


MATERIAL AND SUPPLIES... $ 2,400,000 ® 
To AUDITED VOUCHERS 
PAYABLE...3)5 2a). )9ae eee $ 2,400,000 


For crosstie purchases........ 


Issues of crossties for maintenance during 
January are recorded in a summary entry as 
follows: 


ACCOUNT | 212; TIES) eee $ 125,000 
To MATERIAL AND 
SUPPLIES 3.\/.-3 eee 
For issues of crossties for maintenance 
purposes, month of January, 19.... 


$ 125,000 


The proportion of the annual budget chargeable 
to maintenance for January is $200,000, while the 
value of ties used during that month amounts to 
$125,000; therefore the following entry is necessary 
to charge maintenance expenses for January with 
the full proportion of the annual maintenance 
charge: 


ACCOUNT 280; EQUALIZATION— 
WAY AND STRUCTURES...... 
To EQUALIZATION RESERVE 
—WAY AND STRUCTURES 
For charge to expenses, month. of 
January, of difference between pro- 
portion of budget for year and value 
of crossties actually used in main- 
tenance. 


$ 75,000 
$ 75,000 


It will be seen, from the two preceding entries, 
that a debit or credit is made to the equalization 


expense account for the difference between the | 


proportion of the annual budget ($200,000) and 
the actual amount of ties issued and used in 
maintenance ($125,000). 

It will frequently happen that the amount ac- 
tually expended in any one month will exceed the 
monthly portion of the total budget figure for 
maintenance. Thus, assuming that in the month 
of April $225,000 of ties were withdrawn from the 
storehouse, entry would be made as follows: 
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ACCOUNT 212; TIES. ... $ 225,000 
To MATERIAL AND “SUP- 
POL a RGen Meet Rs a he de 

For issue of crossties for maintenance 


purposes, month of April, 19....... 


$ 225,000 


The portion of the annual budget chargeable to 
maintenance for April is the same as for each of 
the other months, $200,000. Since the amount 
charged to Ties Account is $225,000, an entry is 
passed crediting the offsetting Equalization Ac- 
count for the amount necessary to reduce the 
_charge to maintenance expenses from $225,000 to 
$200,000. This entry is as follows: 


EQUALIZATION RESERVE—WAY 
AN OLSUCTURESs fos ieloues: 
To ACCOUNT 280; EQUALIZ- 
ATION—WAY AND STRUC- 
TURES.. 

For adjustment for month of April of 
excess of value of ties actually used 
in maintenance over proportion of 
budget applicable to month. 


$ 25,000 


$ 25,000 


Ledger Accounts 


For purposes of illustration, it may be assumed 
that the ledger accounts affected are, at the end of 
the year, as follows: 

ACCOUNT 212; TIES 


ol [7 618 Pee eh) | $ 125,000 
Feb. A 100,000 
} a0 ay OA a a 175,000 
7g 61 9 Reka, EVs faa a 225,000 
Go Fe kge OF beh See 250,000 
June 250,000 
LELEV AM sn wet a, 150,000 
YOAV ae Stee Sale i 125,000 
ng 2S i A SR 250,000 
Bre a hy Ot 300,000 
Nov 225,000 
YO eo oe i 200,000 
ACCOUNT 280; EQUALIZATION—WAY 
AND STRUCTURES. 
Jan.. .. 6 75,000} April . 6 25,000 
U3) 2) 8) Ns pee 100,000] May............ 50,000 
IVT AP Ca egos oie oat 49,000). JUNE 43 Oe ade 50,000 
Ee retirat Tan Ph ss 50,000) Sept. 50,000 
PUG se ts keh cas Po OOO OCT Ae Ne Ale ee 100,000 
Rare NOR erty rt ye ener) LV INOV he i ibaa ese 25,000 
EQUALIZATION RESERVE—WAY AND 
STRUCTURES 
MRPEAE hehe sig ee« Se 22000) Janie eho tei: $ 75,000 
Bi BoA reg NER eae ae ea BO O00 Rebs) hoa coat 100,000 
ERA" oe hb Ao ea 50,000} March 25,000 
SY a gO, 1 AR a ae a 50,000 JUly es. te eae 50,000 
(Oe Ca os 100,000} Aug............. 75,000 
BNOV eras time ert BO OO IDEGs Lie. oracle a Were Vic uke, 8 


The foregoing accounts indicate that the actual 
expenditures for crosstie renewals for the year 
were $2,375,000 as compared with the budget of 
$2,400,000. The difference of $25,000 appears as 
a charge to Account 280; Equalization—Way and 
Structures and as a credit in the Equalization 
Reserve—Way and Structures Account. 


Disposition of Balances in Accounts 


As in the instance of the Reserve for Main- 
tenance Account previously illustrated, the balance 
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in the equalization reserve account may be closed 
out at the end of the year. However, under the 
Commission’s order of April 26th, 1921, credit 
balances in the equalization reserve account, due to 
non-completion of maintenance work, may be 
carried over to the following year, and expenditures 
made in such year to complete maintenance work 
included in the first year’s budget, may be charged 
against the reserve to the extent of the balance 
carried over; therefore, expenditures for renewal 
of crossties in the year subsequent to that in 
which the charges were made to expenses, in the 
illustration given, may be charged against the 
reserve to the extent of $25,000. The disposition 
of this credit balance in January of the following 

year, is shown as per the following entry: 
EQUALIZATION RESERVE — WAY 
ANDioe DRUCTURES AG. chai Gao e: 
To MATERIAL AND SUPPLIES 


For charge to reserve of unexpended 
balance carried over from previous 
year, representing crosstie renewals 
authorized, but not completed, the 
renewals having been made in January 
pe Nia) SE 


$ 25,000 
$ 25,000 


If the expenditures exceeded $25,000, the excess 
would be charged to the Ties Account for the 
second year. 

A condition will now be considered wherein the 
actual expenditures for maintenance exceed the 
budget adopted for the year. The previous illus- 
tration of a budget for crosstie renewals for a year 
of $2,400,000 will be used. It will be assumed that 
the actual expenditures for the year were $2,450,000 
in which event Account 212, Ties, for the period 
of twelve months would appear with a debit of 
$2,450,000 (the actual cost of renewals); Account 
280, Equalization—Way and Structures would 
appear with a credit of $50,000, and the net charge 
to expense would be $2,400,000, the authorized 
budget. As expense Account 280; Equalization— 
Way and Structures, carries a credit balance of 
$50,000, the offsetting ledger reserve account would 
appear with a contra debit of the same amount. 
The order of the Commission, however, specifically 
prohibits carrying over to the succeeding year debit 
balances in the reserve account; therefore before 
closing the accounts for the year, the following 
entry would be necessary to adjust the equalization 
accounts: 

ACCOUNT 280; EQUALIZATION— 

WAY AND STRUCTURES........ 


To EQUALIZATION RESERVE— 
WAY AND STRUCTURES... 


For adjustment of balances in equaliza- 
tion expense and reserve accounts for 
crosstie renewals, representing excess 
of actual expenditures over authorized 
budget for the year. 


$ 50,000 


$ 50,000 


The statement of operating expenses for the 
twelve months would then show Account 212, 


‘Ties, with a debit of $2,450,000 (the actual expendi- 


tures for the year); Account 280, Equalization— 
Way and Structures, with no balance; and the net 
charge to expense would be $2,450,000. 
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Sales Methods That Antagonize 


‘Looking over the newspapers I came across 
your advertisement and immediately felt I could 
supply the lacking appearance, punch, and sales 
value that it should have.’’ This sentence is 
taken from a form letter circulated by an advertis- 
ing agency for the purpose, we presume, of obtain- 
ing new clients. The lawyers have a saying that 
the lawyer who tries his own case has a fool for a 
client, and it would seem that, in at least one 
instance, the adage is applicable to the advertising 
field. 

Advertising, if it does anything, should build 
favorable opinion with respect to a particular 
product or service, and favorable opinion is built, 
both personally and in a business way, by approach- 
es marked by courtesy. We should not, in selling 
a hat (particularly a lady’s hat) approach by a 
reference to the tawdry nature of the old one; 
and we should not make an approach to the sale 
of a house by reference to the disreputable shack 
in which the possible customer is at present domi- 
ciled. Our unknown friend does worse—he takes 
a slam at the prospective customer’s presentation 
of himself. 

The letter under review not only shoots wide of 
the mark on the fundamental matter of psychology, 
but bears evidence of technical shortcomings. The 
letter is evidently intended to create the im- 
pression that it is of a personal nature, as it is 
signed in ink by the writer. However, the date 
and the address are filled in with a typewriter in 
which the ribbon is many shades different in color 
from the mimeographed body of the letter. An 
attempt to create a: wrong impression as to the 
character of a letter is at least questionable, and 
when the letter carries obvious evidence that it 
is not what it purports to be, the document spreads 
abroad a message of deceit. 

The enclosure of an addressed envelope with a 
two-cent stamp affixed places the recipient of this 
letter in a somewhat difficult position. Should 
he dictate a caustic reply, to be freighted back to 
- the advertising agent by the use of his own postage? 
Possibly, the advertising man seeks most of all a 
contact, and would rather have a belligerent reply 
than none at all. Therefore, the inclination to 
defend by spirited reply one’s own particular 
advertisement is curbed. Should the letter with 
enclosures be consigned to the wastebasket? A 
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good business man can hardly bring himself to thus 
destroy a perfectly good two-cent stamp even if he 
is worth a million and smokes 25-cent cigars. It is 
not good business form to throw away postage 
stamps. Shall he dictate a friendly answer gently 
pointing out the mistakes of the advertising sharp? 
No, for such a course would open wide the flood- 
gates of solicitation. Here is created an emotional 
state that can find no legitimate vent—a pyscho- 
logic condition decidedly unwholesome. It certainly 
does not build business. Any way you take it, this 
particular bit of advertising is unsatisfactory, un- 
productive, and creates for the sender unfavorable 
opinion instead of that favorable state of mind 
which brings home the proverbial business bacon. 


Business Training for the 
College Graduate 


ANY men, upon graduating from college, 

MI. decide upon a business career. Frequently 

this decision is based upon nothing tangible. 

The graduate, for financial or vocational reasons, 

does not care for a professional car. as a lawyer, 

doctor, or engineer. Other fellows are getting 
business positions and he follows suit. 

There is another group of graduates, although 
much smaller, the members of which decide upon 
a business career after much careful thought. 
Frequently, and particularly if they have taken 


an academic course in college, they desire to obtain’ 


a year or two of advanced work which, building 
upon the four-year academic foundation, will better 
fit them for entrance into business, or for more 
rapid advancement once entrance has been ef- 
fected. They may consider a two-year course in 
Business Administration in some one of the larger 
universities, leading to the Master’s degree.. On 
the other hand, certain members of this latter 
group, of late years, have given careful considera- 
tion to courses in Accountancy and Business Ad- 
ministration which not alone give sound training 
in the theory of modern business organization, but 
at the same time afford plenty of opportunity 
for practical work and observation in the great 
laboratory of business. As one young man just 
out of college said to the writer, ‘‘I have had four 
years of the best kind of academic education; now 
I want to get just as practical a view of business 
as I can from practical men who will view all 
problems from the viewpoint of the business 
man.” 

The college graduates composing our first group 
—those who elect a business career without any 
preliminary business preparation—should give con- 
sideration to the increasing opportunities, which 
will be theirs, if they utilize some of their spare 
time evenings ‘in study, while more and more 
members of the second group—those who are able 
to pursue advanced or post graduate courses—are 
choosing those courses of study which will afford 
them the greatest opportunities to obtain practical 
instruction and to observe widely in the field of 
modern business. 
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Biographical Sketches of Pace 
Students Who Have Made Good 


Joseph Bernard 


Baerncopf, Member of the Staff of George S. 


Olive, C.P.A.., Indianapolis, Indiana 


have attained success in public 
practice of accountancy is Joseph 
Bernard Baerncopf, a member of the 
Accountancy practice staff of George 
S. Olive, C.P.A., Indianapolis, Indiana. 

Mr. Baerncopf was born in New York 
City on March 18, 1889. His pre- 
liminary education, however, began in 
the Greenwood School of the public 
school system of Philadelphia, and he 
was graduated from this institution in 
1900. The same year he was entered 
in the Latymer School, a private school 
of London, England, and, upon gradua- 
tion in 1903, was awarded a gold medal 
as a first prize. 

After completing his work in the Laty- 
mer School, Mr. Baerncopf passed the 
Oxford University preliminary examina- 
tions with honors. At this time, how- 
ever, he decided to enter the business 
world, ana‘i:is first position was that of 
a junior clerk with the Hearts of Oak 
Benefit Society of London. He con- 
tinued in this position for two years, and 
in 1905 took a position as junior clerk 
with the Board of Agriculture of London, 
to which he was appointed by virtue of 
his passing the competitive examina- 
tions for government service. In this 
Same year, Mr. Baerncopf was in the 
first class of the successful candidates 
who took the examination in Advanced 
French under the auspices of the 
National Union of Teachers held in 
London. 

In 1907, Mr. Baerncopf severed his 
connection with the British government 
service, returned to the United States, 
and accepted a.position with the New 
York Telephone Company in Newark, 
N. J., as a stenographer, and was later 
appointed assistant to the chief clerk. 
He continued with the New York Tele- 
phone Company until the summer of 
1909, when he accepted a temporary 
position with the United States Army 
Engineering Service in preliminary loca- 
tion work, relative to the construction 
of a coastwise ship canal. In the fall 
of this year, he accepted a position in 
the Engineering Department of the 
Henry R. Worthington Machinery Cor- 
poration of Harrison, N. J. After a 
year’s service with the Henry R. Worth- 
ington Company, Mr. Baerncopf ac- 
cepted a position wi-h the Pennsylvania 
Railroad in the Engineering Depart- 
ment. During his service with the 
Pennsylvania Company, his work was 
both of an engineering and accounting 
nature. 

It was during his connection with the 
Pennsylvania Railroad that Mr. Baern- 
copf enrolled in Pace Institute, New 
York. He was gradua’ed in 1915 and 
accepted a position the same year as an 
accountant in the General Auditor’s office 
of the Public Service Corporation in 
Newark, N. J. He continued in this 
position for a year, and in 1916 became 
senior auditor on the staff of S. H. and 
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L. J. Wolfe, Actuaries and Public Ac- 
countants of New York, and the next 
year accepted a position with the Ameri- 
can Merchant Marine Insurance Com- 
pany, New York, in the capacity of chief 
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accountant and office manager. Later 
he was appointed assistant secretary of 
this company. 

After graduation, Mr. Baerncopf 
maintained close relations with the 
Institute and contributed several inter- 
esting articles to The Pace Student. 
In April, 1922, Mr. Baerncopf became a 
member of the staff of George S. Olive, 
C.P.A., of Indianapolis, Indiana. In 
1923 he passed the rigorous examina- 
tion of the New Jersey C.P.A. board and, 
therefore, becomes a certified public 
accountant of the state in which he 
received so much of his business experi- 
ence. 

Here we have, briefly stated, an excep- 
tional record of consistent industry and 
deserved advancement. It will be noted 
that ten years ago, while in the early 
twenties, Mr. Baerncopf edecided to 
become a professional man. He chose 


. Accountancy as the profession most 


suited to his natural abilities and 
inclinations. He immediately began to 
prepare himself for his chosen work in 
conjunction with his daytime duties. 
His enthusiasm for his study and his 
profession were manifested throughout 
the entire period of his work. His 
graduation and his later apprenticeship 
were not accomplished without a good 
many difficulties and some discourage- 
ment when the progress appeared to be 
slow. However, all of these incidentals 
to professional preparation are now but 
happy memories, and Mr. Baerncopf, 
with the New Jersey C.P.A. certificate 
earned, and with applications pending 
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for admission to the professional socie- 
ties, takes his place as a fully accredited 
member of the Accountancy pro‘ession. 
His career as professional accountant is 
but beginning and his friends predict 
success for him in large measure. 
Somewhere along this road of progress 
Mr. Baerncopf, finding himself in need 
of counsel and support, took to himself 
a partner. Mrs. Baerncopf, like all 
good Accountancy wives, is much inter- 
ested in her husband’s success, and no 
doubt has greatly contributed to it by 
her counsel and encouragement. Mr. 
Baerncopf, in fact, admits it. 


New York Chapter 
OLN A TCr A. 


line monthly meeting of the New 

York Chapter of the National As- 
sociation of Cost Accountants was 
held at the Chamber of Commerce on 
January 8, at 7:45 p.m. 

Hugh L. Satterlee, former assistant to 
the Solicitor of the Treasury, now a 
member of the firm of Weill, Wolff & 
Satterlee, Attorneys, discussed the “‘De- 
velopments of Federal Taxation.”? Mr. 
Satterlee brought out many. points of 
interest, heretofore not generally under- 
stood. 

A part of the meeting was devoted to 
a discussion of the subject, ““Accumulat- 
ing the Overhead.” A. V. Bristol, 
Controller of the American Hard Rub- 
ber Company, (several years ago a 
student of Pace Institute—Extension 
division) was principal speaker, and the 
discussion was lead by six prominent 
members of the Association. 


Pace Institute 
New York 


Graduating Class 


On the succeeding pages | 
of this issue of THE PACE | 
STUDENT, there appears a 
group picture of the 1923 | 
graduating class and the 
members of the faculty of | 
Pace Institute, New York. 

One hundred and sixty- | 
nine men and women were 
graduated in this class on 
the evening of November 
17,1923. The photographs 
of a number of the graduates 
‘unfortunately are not in- 
cluded in this picture. 

From time to time, bio- 
graphical sketches of men | 
and women of the gradu- 
ating class, who have 
achieved distinction in. Ac- 
countancy and Business, will 
be published in Tuk PACE 
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University Instructors in 
Accounting Hold 
Annual Meeting 


ROGRESS in the development of 
P Accountancy is evident on every 

side. This progress was especially 
in evidence at the Eighth Annual Meet- 
ing of the American Association of 
University Instructors in Accounting, 
held in Columbus, Ohio, on December 
28 and 29. This Association is com- 
posed of teachers of accounting. The 
active membership is limited to teachers 
in institutions of collegiate grade, al- 
though associate membership and prac- 
tically all the benefits of the Association 
are open to accounting instructors of 
private schools. 

Charles F. Rittenhouse, of Boston 
University, well known as a practicing 
accountant, presided at the annual 
meeting. Professor Roy B. Kester, 
of Columbia University, on the first 
forenoon, read a valuable paper on 
“The Principles of Valuation as Related 
to the Functions of the Balance Sheet.”’ 
He was followed by Professor Eric L. 
Kohler, of Northwestern University, 
who spoke on “The Content of the 
Balance Sheet Audit Report.’’ Profes- 
sor Albert J. Barlow, of the University 
of Virginia, then presented a paper 
entitled ‘‘The Accounting Curriculum 
for a Non-Technical College.’’ Profes- 
sor Barlow placed emphasis upon the 
cultural value of accounting and justified 
its inclusion in a general course of 
college study. The final paper of the 
forenoon was presented by Prow: 
Pinkerton, President of the Indiana 
Association of Certified Public Ac- 
countants. Mr. Pinkerton spoke on 
the subject ‘Educational Deficiencies in 
Junior Accountants,’ and his excellent 
paper reflected the very practical view- 
point of the accountant engaged in 
actual practice. 

In the afternoon of the first day of the 
program, Professor H. T. Scovill, of the 
University of Illinois, presented an 
illuminating paper entitled “The Need 
for Better Accounting Procedure in 
County Offices.” Homer S. Pace, 
of Pace Institute, spoke on ‘“‘The Rela- 
tion of the Accountancy Instructor to 
the Development of Professional Stand- 
ards iri the Practice of Accountancy.” 
Professor Howard C. Greer, of Ohio 
State University, presented a paper 
entitled “A Curriculum in Industrial 
Accounting.’ Professor T. H. Sanders, 
of Harvard University, who was 
scheduled to read a paper on ‘‘The Train- 

‘ing of Accountants in England,” was 
unable to be present, but his informative 
paper was read in his absence. 

On Saturday morning, Professor Henry 
Rand Hatfield, of the University of 
California, presented a notable paper 
entitled ‘“‘An Historical Defense of Ac- 
counting.’’ Favorable comment was 
heard on every side with respect to this 
paper. Professor George W. Eckel- 
berry, of Ohio State University, spoke on 
“Books of Account in Evidence.”’ He 
was followed by Professor Donald J. 
Hornberger, of Ohio Wesleyan Uni- 
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versity, who spoke on “‘Some Aspects of 
Reserve. Accounting.”? Professor Orton 
W. Boyd, of the University of Florida, 
read a paper on the subject ‘‘Valuation 
for Profits Determination.” William 
R. Thompson, of LaSalle Extension 
University, spoke on ‘“‘The Case Method 
in Teaching Auditing.” 

The final session, held on Saturday 
afternoon, included a paper by Harold 
Dudley Greeley, of Columbia University, 
who read a most interesting and helpful 
paper on ‘“‘Methods of Teaching Estate 
Accounting and Taxation.” He was 
followed by W. O. Winkler, of Detroit 
Business Institute, who spoke on “‘De- 
veloping a Commercial Laboratory on 
the Campus.” Weldon Powell, of the 
University of Illinois, read a Paper on 
“Accounting for No-Par-Value Capital 
Stock.’’ The program was concluded 
by Professor James O. McKinsey, 
of the University of Chicago, who read 
a paper on the subject “Problems of the 
Present and Future in Accounting. ”’ 

When the character of the papers and 
the full discussions that followed their 
preseritation are considered, and when 
the further fact that more than one 
hundred teachers of accounting traveled 
from various parts of the country for 
the express purpose of using two days of 
their holiday period for personal devel- 
opment and inspiration are considered, 
the spirit back of this becomes evident. 
The teachers who attended, as well as 
many others, are working very earnestly 
to impart to incoming practitioners, as 
well as to the business public, sound 
conceptions of accounting theory and 
technique. 

All the business matters of the meeting 
were conducted, in accordance with the 
custom of the Association, at a dinner 
held on the evening of the first day. 
At the conclusion of the meeting, Pro- 
fessor James O. McKinsey was elected 
President to serve for the ensuing year; 
Professor Roy B. Kester, of Columbia 
University, Professor William S. Krebs, 
of Washington University, and Professor 
J. Hugh J ackson, of Harvard University, 
were elected Vice-Presidents; and Pro- 
fessor Edward J. Filbey, of the Uni- 
versity of Illinois, was re-elected Secre- 
tary-Treasurer. 


Cost Accountants Hold 
Regional Conference 


HE first Western Regional Confer- 
ence of the National Association 
of Cost Accountants was held 
February 7 and 8, at the City Club, 
Plymouth Court, Chicago. The Chi- 
cago, Milwaukee, Minneapolis, Detroit, 
Cleveland, and Cincinnati Chapters 
Participated in this Conference. The 
enthusiasm that always characterizes a 
meeting of this Association was every- 
where evident, and the Papers and 
discussions were of a Particularly 
specific and helpful character. The 
Program for the two days follows: 
Thursday, February 7 
Forenoon Session 
9:45 a.m. to 11:45 a.m. 
President Castenholz, Presiding 
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Address of Welcome, E. N. Hurley, 
President, Hurley Machine Company. 
Address, ‘Industrial Investigation,” 
Arthur Andersen of Arthur Andersen 
& Company. 

Luncheon 
12:15 p.m. 


Talk, ‘The Kind of Figures that the 
President Wants,” Samuel Hastings, 
President, Computing Scale Company 
of America. 


Afternoon Session 
2:30 p.m. to 4:30 p.m. 


Round Table Discussions 


Manufacturing Section 


Chairman, F. E. Commiskey, Chicago 
Mill and Lumber Company, Chicago. 

Merchandise—“‘Control of Raw Ma- 
terial Inventories Under Conditions of 
Market Fluctuations.”’ Speaker—H. A. 
Pullis, Washburn Crosby Company, 
Minneapolis, Minn. 

Financial—‘‘Financial Responsibility 
of Cost Executives.”’ Speaker—L. A. 
Farquhar, Controller, Burroughs Adding 
Machine Company. 

Operating—“‘Joirit Costs,” Speaker 
ah iG. Commiskey, Auditor, General 
Box Company. 

“Inventory Control.” Speaker—J. F, 
Stiles, Abbott Laboratories. 


Wholesale and Jobbing Section 


Chairman, C. V. Fargo, Vesta Battery 
Company, Chicago. 

“What the Sales Department Needs 
from the Accounting Department.”’ 
Speaker—Fred S. Armstrong, Secretary, 
Vesta Battery Company. 

“The Functions of Cost Inventory. 
Data in the Compilation of the Income 
Tax Returns.” Speaker—R. G. Baxter, 
Treasurer, Henderson & Company. 


Retail Section 


Chairman, J. O. McKinsey, Frazer 8 
Torbet, Chicago. “Distribution of Ex- 
pense in Retail Establishments.” 

“Use of Accounting Information by 
the Merchandise Man.” Speaker—A. 
Hodge, University of Chicago. 


Banking and Financial Section 


Chairman, Gordon Wilson, National 
Bank of the Republic, Chicago. 

“Cost Accounting in Banks.” Speak- 
er—Gordon Wilson, Comptroller, Na- 
tional Bank of the Republic. 

“Bank Budgets.” Speaker—R. C. 
Crampton, Assistant Editor, * “Banking 
News.”’ 

Evening Session 


Dinner 6:15 p.m. 


Toastmaster—Dr. Stuart C. McLeod, 
Secretary, National Association of Cost 
Accountants. Pa 

Address—‘‘Control of Industry in the 
Business Cycle.’’ Speaker—Albert 
Scott, Comptroller, Montgomery, Ward 
& Company. 

Address—‘Responsibility of the Cost 
Accountant in the Various Phases of 
the Business Cycle.” Speaker—J. P, 
Jordan, President, National Association 
of Cost Accountants. 


” 


Friday, February 8, 


Inspection trips to leading industrial — 
and business concerns. 
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Analysis of Federal Income Tax Returns 


By Edward White, Head of the Statistical Division, Income Tax Unit, 
Bureau of Internal Revenue 


ie 


We are privileged to reproduce below the substance 
of a paper presented by Mr. White before a recent 
meeting of the Monday Lunch Club of Washington, 
D. C. — |[EDITOR.] 


The Highs and Lows of Prosperity—years of 
business activity or years of depression—stand 
out in bold relief in the examination of the returns 
of net income filed with the Federal Treasury 
Department. Turning the corner of the business 
depression of 1921, it is instructive to note the 
effect of that industrial slump on the incomes of 
the people and corporations of the United States. 
The publication of the Treasury Department 
entitled “Statistics of Income’’, compiled from the 
returns filed for 1921, has just been issued, and 
contains the latest available figures on income 
distribution in the United States. 

The number of individuals who reported net 
income of $1,000 and over for the calendar year 
1921 was 6,260,327, which is a drop of approx- 
imately 1,000,000 returns from the previous year, 
when the number was 7,259,944. Not only did 
the total number of returns fall off, but those that 
were filed showed an aggregate decrease in their 
net incomes amounting to $4,372,266,589, or from 
a total of $23,735,629,183 for 1920 to $19,363,- 
362,594 for 1921. There was a corresponding 
reduction in the amount of income-tax paid the 
Government, which fell from $1,075,053,686 on 
the returns for 1920 to $719,213,428 for 1921, a 
decrease of approximately $356,000,000. 

For the year 1921, there were 401,849 returns 
reporting net income of less than $1,000, but as 
this class did not appear in 1920, it has been 
excluded from the preceding calculation in order 
to make the two years comparable. 

The Revenue Act of 1921 increased from $2,000 
to $2,500 the amount of “personal exemption”’ 
deductible by married persons having joint net 
incomes under $5,000. While the above increase 
in personal exemption is for the.specific benefit of 
persons having net incomes under $5,000, the law 
also extends to all income classes the benefit of an 
increased exemption for dependents from $200 to 
’ $400 for each dependent. This change in the Law 
effected a reduction in the number of individuals 
with net income under $5,000 who had to pay tax, 
by increasing the number of returns in which the 
exemption exceeded the amount of net income. 

Tax-exempt returns could for 1921 be filed only 
_by individuals having net income under $5,000, 
as all income in excess of that amount was subject 
to the super-tax. Beginning with 1922 the super- 
tax applies to income in excess of $6,000. 

The increase in the number of such tax-exempt 
returns between 1920 and 1921, not including those 


having net income under $1,000, was 939,605 or 
94 per cent., and the increase in tax-exempt income . 
was $2,452,626,645 or 70 per cent. For 1921, the 


- total number of tax-exempt returns was 2,681,239, 


representing 46.75 per cent. of the total number 
reporting net incomes under $5,000, and their 
net income amounted to $5,959,296,453 which was 
45.84 per cent. of the total net income of this class. 
For the previous year the tax-exempt returns were 
1,741,634 or 26.48 per cent., and the exempt net 
income $3,506,669,808 or 22.96 per cent. 


Number of Returns 


Income Class 1920 1921 
$1,000 to $2,000 2,671,950 2,440,544 
$2,000 to $3,000 2,569,316 2,222,031 
$3,000 to $5,000 1,337,116 1,072,146 
$5,000 to $10,000 455,442 353,247 
$10,000 to $25,000 171,830 132,344 
$25,000 to $50,000 38,548 28,946 
$50,000 to $100,000 12,093 8,717 
$100,000 to $150,000 2,191 1,367 
$150,000 to $300,000 1,063 739 
$300,000 to $500,000 239 162 
$500,000 to $1,000,000 123 63 
$1,000,000 and over 33 21 
Total $1,000 and over 7,259,944 6,260,327 
WindersS 1) 000s et Nanyrt ae. it Geode erie. 401,849 
Total 7,259,944. 6,662,176 
Net Income 
Income Class 1920 1921 


$1,000 to $2,000 
$2,000 to $3,000 
$3,000 to $5,000 
$5,000 to $10,000 
$10,000 to $25,000 


$4,050,066,618 
6,184,543,368 
5,039,607,239 
3,068,330,963 
2,547,904,786 


$3,620,761,768 
5,325,931,265 
4,054,891,244 
2,378,759,237 
1,958,156,206 


$25,000 to $50,000 1,307,785,113 979,629,305 
$50,000 to $100,000 810,386,333 582,230,218 
$100,000 to $150,000 265,511,505 163,520,999 
$150,000 to $300,000 215,138,673 145,948,047 
$300,000 to $500,000 89,313,552 61,342,550 
$500,000 to $1,000,000 79,962,894 42,780,426 
$1,000,000 and over 77,078,139 49,411,329 


23,735,629,183 


sticpiae Wes) 019) (9: (ei im, « 


Total $1,000 and over 
Under $1,000 


19,363,362,594 
213,849,934 


Total 23,735,629,183} 19,577,212,528 


Returns reporting net income under $5,000 for 
1921 numbered 6,136,570 or 92.10 per cent. of all 
the returns filed, and reported $13,215,434,211 or 
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67.50 per cent. of the aggregate net income, with 
tax amounting to $92,790,309 or 12.90 per cent. of 
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the total tax on personal returns. 


Income Tax 


Income class 1920 1921 
$1,000 to $2,000 $ 36,859,732 $ 29,160,654 
$2,000 to $3,000 45,507,821 20,712,373 
$3,000 to $5,000 83,496,116 42,743,604 
$5,000 to $10,000 97,886,033 68,871,422 
$10,000 to $25,000 172,259,321 126,886,410 
$25,000 to $50,000 154,265,276 112,909,840 
$50,000 to $100,000 163,717,719 115,711,635 
$100,000 to $150,000 86,587,694 52,330,056 
$150,000 to $300,000 92,604,423 61,495,988 
$300,000 to $500,000 47,043,461 31,859,630 
$500,000 to $1,000,000 45,641,005 25,112,090 
$1,000,000 and over 49,185,085 31,419,726 

Total $1,000 and over 1,075,053,686 719,213,428 
Under SE.000. ra tN Sore en ais 173,678 
Total 1,075,053,686 719,387,106 


The returns of all individuals distributed accord- 
ing to size of net income for both the years 1920 
and 1921 are given herewith. The figures are 
expecially instructive for comparative purposes in 
showing the decrease in the number of returns, the 
net income, and the tax in each income class bracket 
in the latter year. 

An analysis of the returns as to the sources of 
income shows that the amount reported as having 
been derived from ‘‘Salaries, wages, commissions, 
etc.” in 1920 was $15,270,373,354; whereas in 1921 
it fell to $13,813,169,165, a reduction of $1,457,- 
204,189. 

Income from “‘Business pursuits’”’ likewise shows 
the effect of the depression by a falling off of 
$1,756,963,947. For 1920 the amount of net in- 
come reported from this source was $5,927,327,538, 
whereas for 1921 the amount was $4,170,363,591. 

The reduction of net income from business 
pursuits, however, does not show the total loss 
sustained, as the above amounts represent solely 
positive gain items reported in the returns. Wher- 
ever losses were reported they were transferred to 
and included in’ general deductions, in which an 
increase is noted of approximately $800,000,000; 
that is, from $2,954,640,670 for 1920 to $3,751,- 
569,404 for 1921. 

The income reported as having been derived 
from ‘Rents and royalties’? increased approx- 
imately $130,000,000, whereas “Interest on bonds, 
notes, etc.” and ‘Dividends’ decreased $259,- 
000,000 between the two years. 

But as serious as was the reduction in the net 
incomes of individuals, the gravity of the depression 
can be more keenly appreciated by an examination 
of the income-tax returns filed by corporations for 
this period. The situation cannot be visualized 
unless the financial result of the year’s activities of 
the entire corporate structure of the United States 
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is taken as a unit; that is, the sum total of the re- 
turns of all corporations, both those reporting net 
income and those reporting deficit. 

All corporations in the United States operating 
for profit to their stockholders are required to 
file income-tax returns. For 1921, there were 
356,397 returns filed, of which less than half, that 
is, 171,239 or 48 per cent., reported net income as 
the result of the year’s operations. Those that 
reported net income were less than for 1920 by 
31,994. There were 185,158 that reported no 
net income, which number was greater by 42,796 
than reported deficit for 1920. 

The aggregate net income of corporations re- 
porting net income for 1920 was $7,903,000,000, 
as against $4,336,000,000 for 1921, a drop of 
$3,567,000,000 or 45 per cent. The income and 
profits tax also decreased by $923,659,211 from 
$1,625,234,643 for 1920 to $701,575,432 for 1921. 

The extent of the depression and its cumulative 
effect upon society in general may be gauged by the 
decrease between 1920 and 1921 in the gross 
income from operations reported by corporations, 
which was nearly $27,000,000,000; that is, from 
$118,000,000,000 in 1920 to $91,000,000,000 in 
1921, a contraction of approximately 23 per 
cent. 

But just how costly the business depression was 
to the corporations taken as a whole can best be 
estimated by comparing 1921 with 1919, which 
earlier year, however, was one of a series of years 
of unusually large profits. In that year the net 
income of all corporations, after deducting the 
aggregate deficit, amounted to $8,416,000,000, 
whereas in 1921 the aggregate net income above 
deficit was approximately $458,000,000, a drop 
of nearly eight billion dollars or 95 per cent. 
(There was an actual decrease in positive net 
income reported of approximately five billion 
dollars and an increase in the aggregate deficit of 
corporations that reported deficit of approximately 
three billion dollars.) 

Moreover, after the corporations that reported 
net income had paid their income tax amounting 
to something over $700,000,000, the combined 
balance sheets of the corporations of the country 
for 1921, as evidenced by the income-tax returns, 
showed a red ink lentry of nearly $245,000,000 as 
the result of the year’s business. 

The corporate net income in excess of deficit, 
before deducting the income-tax, showed a decrease 
between 1920 and 1921 of $5,415,000,000 for the 
country as a whole. A detailed table showing for 
each of the major industrial groups the decrease 
between the two years, is given below. 


Corporate Net Income after Deducting Deficit 
Decrease between 1920 and 1921 


Agriculture and related industries.......... $ 53,185,302 
Mining! and quarrying 34... <.o..s:c ales one tee 754,923,740 
Manufacturing: 
Food products, liquors, and tobacco...... 210,937,321 
‘Fextiles and textile product@y2.5 2. ous 154,049,757 


Leather and leather products............ 
Rubber and rubber goods............... 
Lumber and wood products.............. 


5,950,965 
91,562,959 
343,809,320 


SS 


1924 
Paper, pulp and products............... 241,878,309 
Printing and publishing.................. 51,973,923 
Chemicals and allied substances.......... 319,593,680 
Stone, clay, and glass products .......... 99,389,234 


Metal and metal products............... 
All other manufacturing industries....... 
Total Manufacturing 


1,503,525,447 
380,652,723 
3,403 ,323,638 


Pig 2 yeh se! area’ 0; aio se eye lcve 


SUMMIT AICENONE MC te cistern co We a 69,514,604 
Transportation and other public utilities... . 180,123,059 
(EE tc a a8 le, DE Ta 626,574,367 
Public service—professional, amusements, 

meee ebony ft be fk A 57,357,975 


Finance, banking, insurance, etc 


263,237,031 
Combinations—predominant 


Wei fee girw! 1b Ve baa) 6.) “a, be 


industry not 


ascertainable. 2. oo beeen. 70,796,930 

Concerns in liquidation. ...:.......<...3.. 59,565,861 
Pimactive CONCETNS ic. sl. ee ee a. 4,068,395 
Perm men yO MEY PAM ie 8 ibe MA 5,415,402,390 


The result of the year’s business in 1921, shown by 
reports from which the preceding figures were 
tabulated, gives one much for conjecture as to 
what might have been the extent of demoralization 
in the economic structure of the country if certain 
stabilizing conditions had not prevailed. The year’s 
losses were provided for out of the large undis- 
tributed profits of previous years, and vindicated 
the good judgment of accumulating surplus during 
profitable years. And that the country should 
have passed through a crisis of such magnitude as 
is indicated by the losses sustained and yet have 
averted a violent financial panic and general 
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economic disorganization and demoralization is 
due in no small part to the Federal Reserve System, 
through which support was extended to the banks 
and through them to the industrial organization 
as a whole. 

When prices began to decline in the middle of 
1920 the Federal Reserve System continued to 
lend large amounts to its member banks. The peak 
of Federal reserve bank discounts was not reached 
until six months after the prices began to fall. 
During this period of one-half year the member 
banks, by being able to pass a share of their burden 
on to the reserve banks were enabled to carry and 
extend loans of their industrial customers, thereby 
giving these customers the opportunity to adjust 
their business and finances to the changed condi- 
tions. An untold amount of financial disaster was 
averted through the granting of this breathing spell 
to industry. 

A price collapse such as that which occurred in 
1920 would, a decade earlier, have resulted in a 
panic of unprecedented proportions and would have 
brought ruin to a large number of individuals and 
corporations which, with the improved financial 
machinery, were able to weather the storm of 
1921, and for the first time in its history the 
country passed through a business crisis without 
suffering a money panic. 


The following table, which was included in Mr. White’s paper, will be of great interest to students of taxation 


and business. 
business year of 1921.—[{EDITOR.| 


It affords an invaluable statistical index to the business conditions that existed in the abnormal 


Analysis of Corporate Returns by Industries for Year 1921 


Total net Total 
Industrial Divisions income deficit 
reported reported 
Agriculture and related 
industries.......... $ 40,718,192 $ 88,562,898 
Mining and quarrying 185,133,923 414,488,951 
Manufacturing: 
Food products, 
liquors and tobacco 319,176,273 309,161,987 
Textiles and textile 
products........ 327,356,083 189,439,330 
Leather and leather 
products........ 57,064,636 105,909,355 
Rubber and rubber 
g Bisa die Weve oe 5,101,673 101,561,735 
Lumber and wood 
products........ 70,511,051 120,219,887 
Paper, pulp, and 
products........ 44,881,837 49,178,592 
Printing and pub- 
WSHiNig eek: ce: 124,156,590 26,679,985 
Chemicals and allied 
substances....... 158,217,289 132,881,065 
Stone, clay, and glass 
products........ 69,756,499 26,259,793 
Metal and metal 
Progucts.s, ne. 2: 437,366,860 666,001,897 
All other manufac- 
turing industries. . 164,196,817 171,537,751 
Total manufacturing 1,777,785,608 1,898,831,377 
Construction......... 67,335,368 51,507,351 
Transportation and : 
other public utilities 821,871,454 323,368,793 
PEPAde Mike eee es 571,945,297 626,828,343 
Public service—profes- 
sional, amusements, 
hotels, etc......... 104,872,554 45,939,035 
Finance, banking, in- 
surance, etc........ 739,296,805 363,165,913 
Combinations — pre 
dominant industry 
not ascertainable, ee 27,088,612 65,509,712 
Imactive:concerns!)))) 3,000 |e a 16,761 


4,336,047,813 


3,878,219,134 


Net income 


ne ~ 


Income tax, 


. Net income or 


or net. def- war profits, net deficit after 
icit of all and excess deducting tax, 
corporations profits tax of all corpora- 
combined tions combined 
$—47,844,706 $ 6,001,962 $—53,846,668 
— 229,355,028 31,969,216 —261,324,244 
10,014,286 65,676,304 —55,662,018 
137,916,753 67,216,070 70,700,683 
— 48,844,719 11,814,847 —60,659,566 
—96,460,062 815,468 —97,275,530 
—49,708,836 11,247,073 —60,955,909 
—4,296,755 7,584,062 —11,880,817 
97,476,605 27,183,366 70,293,239 
25,336,224 29,597,862 —4,261,638 
43,496,706 12,031,628 31,465,078 

— 228,635,037 90,307,720 —318,942,757 
—7,340,934 28,295,849 —35,636,783 
—121,045,769 351,770,249 —472,816,018 
15,828,017 13,594,886 2,233,131 
498,502,661 101,021,765 397,480,896 
—54,883,046 96,742,515 —151,625,561 
58,933,519 19,269,098 39,664,421 
376,130,892 76,271,592 299,859,300 
—38,421,100 4,934,149 —43,355,249 
EL OSZOL Loy beats Oo ttials whet tacetels —16,761 
457,828,679 701,575,432 —~243,746,753 


(—) Minus sign indicates deficit. 
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Changes in the Corporation Laws of New York State 


By Alfred F. Upson, LL.M., of the Law Faculty, 
Pace Institute, New York 


HE conception of a corporation 

as a person created by law, dis- 

tinct from the natural persons 
who compose it, is very old. The early 
corporate associations in England were 
ecclesiastical or educational in their 
nature, and they were followed by 
municipalities and guilds. The seven- 
teenth century brought forth the great 
trading and colonial companies, such as 
the East India Company and the Hud- 
son Bay Company. In 1794, the Bank 
of England received its charter from the 
Crown. 

The modern law of corporations has 
evolved itself out of the changes in busi- 
ness and the application of rules, deci- 
sions, and legislative enactments to 
meet these ever changing conditions. 
This development was recognized in 
New York State in 1811, when the first 
General Corporation Law was passed for 
the establishment of manufacturing 
companies. Since that time it has been 
necessary to make many changes and 
additions, and the wide growth of busi- 
ness prompted the legislature of the 
State of New York recently to re-formu- 
late the scheme of corporate organiza- 
tion, management, and control. 

Prior to October 1, 1923, ‘‘business’’ 
corporations were organized under the 
Business Corporation Law. The term 
“‘business’’ corporation included cor- 
porations formed to carry on any lawful 
business except governmental, banking, 
insurance, transportational, or profes- 
sional enterprises. 

Under this act, each business corpora- 
tion was required to have a minimum 
capital stock of $500; and was further 
required to have at least $500 worth of 
capital stock paid in before commencing 
business, and corporations having a 
capital stock of $1,000 or more were 
required to have at least one-half of 
the amount of such capital stock actually 
paid in within one year from the date of 
incorporation. 

Business corporations were also re- 
quired, under the former act, to file with 
the Secretary of State, during the month 
of January of each year, an annual 
report showing in a general way the 
relation of its assets to its liabilities, and 
setting forth the amount of its capital 
stock and the amount which had actually 
been issued. 

By virtue of the Acts of the Legisla- 
ture, becoming effective October 1, 1923, 
the Business Corporation Law, in so far 
as it was applicable to the formation and 
control of business corporations, has 
been repealed. The business corpora- 
tion is now formed under Sections 2 to 
8 of the Stock Corporation Law. The 
restriction upon the amount of the 
capital stock required for such a corpora- 
tion has been removed, and there is 
now no minimum or maximum amount 
of such capital fixed by statute. The 
requirement that at least one-half of its 
capital stock be paid in within a year 
no longer exists and the annual report 


to the Secretary of State is not required. 
The new act also requires that at least 
one of the directors named in the certi- 
ficate of incorporation shall be a citizen 
of the United States and a resident of the 
State of New York. 

The Stock Corporation Law, which 
governs all corporations having shares 
of stock, also has been affected by 
changes and amendments, the chief of 
which are as follows: stock corporations 
may effect changes in their corporate 
structure under Sections 35 and 36 of 
the Stock Corporation Law; Section 35 
affecting changes relating to the purposes 
of the corporation, the powers or pro- 
visions provided for in the original 
certificate, the number of directors, and 
the location of its office; while changes 
in respect to shares of stock, capital 
stock, or capital may be found under 
Section 36 of said law, thus doing away 
with several of the old sections of the 
Stock Corporation Law. 

Section’15 of the old Stock Corpora- 
tion Law relating to merger, has been 
modified in a very important respect, as 
it appears in the new act under Section 
85 thereof. The former law afforded 
no remedy to .the creditors “of the 
merged corporation against the possessor 
corporation. The creditor of the merged 
corporation could sue it, obtain judg- 
ment, and satisfy such judgment only 
out of the property of the merged cor- 
poration in the hands of the possessor 
corporation. The new section now pro- 
vides that the possessor corporation 
shall be deemed to have assumed all of 
the liabilities and obligations of the 
merged corporation, and shall be liable 
in the same manner as if it had itself 
incurred such liabilities and obligations. 
This change now affords creditors of 
merged corporations the same rights as 
creditors of the constituent corporations 
in consolidation. Such change is a very 
just and equitable one. 
« The reorganization of a corporation 
is now accomplished through the pro- 
visions of Section 94 of the Stock Cor- 
poration Law, instead of under the 
Business Corporation Law as heretofore, 
although there has been no important 
actual change in the detail of such pro- 
cedure. 

The liability of officers, directors, and 
stockholders of foreign corporations, 
doing business within the State of New 
York, is given by Section 114 of the new 
Stock Corporation Law, and subjects 
them to the same liabilities as the officers, 
directors, and stockholders of the domes- 
tic corporations, for the making of (1) 
unauthorized dividends; (2) unlawful 
loans to stockholders; (3) false certifi- 
cates, reports, or public notices; (4) 
illegal transfers of the stock and property 
of such corporation when it is insolvent 
or when its insolvency is threatened. 

Corporations having a capital stock 
without nominal or par value were 
provided for by Sections 19 to 24e of the 
old Stock Corporation Law, and in many 
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instances these sections are obscure in 
their meanings. The present law de- 
votes but one short section to corpora- 
tions of this type, Section 12. This 
will cause, in the opinion of the writer, 
many new corporations to be formed 
having shares of stock without par value. 

The methods and detail of the proce- 
dure of the voluntary dissolution of a 
stock corporation without judicial pro- 
ceedings have been changed and are now 
provided for by Section 105 of the Stock 
Corporation law. This part of the law 
simplifies this proceeding very materially. 

From the foregoing we find that the 
Stock Corporation law was amended by 
repealing all of the existing sections 
except the title, and substituting 
therefor, an entire new statute in which 
the provisions of the former law were 
re-arranged and materially changed. 
The entire Business Corporation Law, 
with the exception of five unimportant 
sections, was repealed and the provisions 
thereof were substantially modified and 
included in the new Stock Corporation 
Law. Numerous sections of the General 
Corporation Law were also amended 
and many of its sections have been 
removed and included in the new Stock 
Corporation law. 

The following is a summary of the 
changes by sections, of the Business 
Corporation Law: all but Sections 12 to 
16, inclusive, repealed; General Corpora- 
tion Law, Sections 4, 5, 6, 31, 34, 37, 
42, 60, 64, and 65 amended; Sections 1 
to 9, inclusive and Sections 13 and 14 
amended, such amendments to become 
effective October 1, 1923; Sections 40, 
61, 62, 63, 66, repealed. Sections 10, 11, 
12,and 15 amended to be effective Octo- 
ber 1, 1923; Sections 15, 16, 16a, 23a, 
24, 25, 220, 221, and 222 repealed, such 
repeal becoming effective October 1, 
1923; Section 12 amended to become 
effective April 9, 1923; Section 45 added, 
to becomé effective April 9, 1923; Stock 
Corporation law: repealed and re-enacted 
in its entirety, effective October 1, 1923. 


WELCH & HASTINGS, Certified Pub- 
lic Accountants, Paterson, New Jersey, 
announce the opening of offices at 22 
Washington Place, Globe Indemnity 
Co. Building, Newark, New Jersey, with 
Theodore A. Crane, C.P.A. as resident 
partner. Mr. Hastings of this firm was 
a former student and later an instructor 
at Pace Institute, New York. Mr. 
Theodore A. Crane is secretary of the 
New Jersey Society of Certified Public 
Accountants. He is a Pace Imstitute 
man and for a time was on the staff of 
Pace & Pace. 


STEVENS & TREMBLE, accountants, 


announce the opening of offices at 
Suite 600, 120 Liberty Street, New York 
City, where they will continue practice 
as accountants and auditors. They will 
also represent taxpayers before the 
Bureau of Internal Revenue at Wash- 
ington, D.C. Elmer O. Stevens, C.P.A., 
of this firm, is a graduate of Pace 
Institute, New York, and was for 
several years a member of the faculty 
and executive staff of the Institute. 
Roland A. Tremble was formerly a 
student at Pace Institute, New York. 
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The Banker and the Accountant 
fContinted from page 50) 


report is not free from suspicion, is not 
always unprejudiced, is prepared more 
to coincide with the views of the client 
than the actual facts, just so long will the 
banker accept the unaudited statement. 

While we are on the subject of pre- 
paration, I should like to say a few words 
upon those items of the balance sheet 
which probably attract a greater amount 
of attention from the banker than all of 
the other items which go to form a part 
of the complete picture. 

I refer to the quick, or current, assets, 
as they are sometimes variously termed, 
and the current liabilities. The reason 
for this is that other factors, such as 
character and capacity of management, 
being favorable, they form the basis 
upon which the banker may predicate 
short time loans. The amount of such 
loans is determined in large measure. 
by the quality and quantity of these 
assets, their relation to each other, and 
to the current liabilities and volume of 
business’ transacted. 

The quality of these assets is of the 
utmost importance and should not be 
minimized by the banker or accountant. 
Quality is only ascertainable by close 
analysis, and such analysis may result 
in important modifications in book value 
or classification in the balance sheet. 

Unless the facts are ascertained and 
properly presented, it is impossible for 
the banker to draw proper conclusions 
therefrom and losses may be incurred. 
Losses sustained by reason of statements, 
either actually false or misleading in 
their nature, tend to discredit account- 
ancy as a profession and to shake the 
confidence of bankers in the real value 
of any statement. 

Now as to Presentation. It is the 
duty of the accountant to set forth the 
facts concerning important items of 
the balance sheet so clearly that the 
banker can readily determine the degree 
of their liquidity and the percentage of 
realization that might be anticipated 
under normal conditions. 

If the facts are fully and properly 
presented, their interpretation may be 
safely left to the banker or credit man, 
as the case may be. The presentation, 
however, as I have stated before, rests 
with the accountant. 

It might be well to recite one or two 
concrete cases having to do with the 
form of presentation which will illustrate 
the bankers’ viewpoint. 

One is that of the consolidated balance 
sheet. The instances are few where the 
accountant presents the financial status 
and earning power of the individual 
companies, yet this information is of 
the utmost importance to the banker 
who must be assured that all of the 
financing is being done by the parent 
company, or, at least, in one form. 

Otherwise, in the event of dissolution 
for any reason, other creditors might 
occupy a preferential position. 

Again, in connection with security 
issues, it has become customary to 
include among the provisions of the 
indenture certain restrictive clauses, 


intended as safeguards to the investor, 
which mature the obligations in the 
event of default. 

Those restrictive clauses to which I 
refer are known as “‘ratio clauses’? and 
have to do with the maintenance of some 
prescribed’ ratio between the current 
assets and liabilities. In such a case, it 
is important that the accountant present 
the facts so that not only will the pro- 
visions of these clauses be set forth, but 
also the margins by which these ratios 
are being maintained. 

If, therefore, the accountant will but 
imagine himself for a moment in the 
position of the banker, and ask himself 
what he would want to know if he were 
about to make a loan to the client whose 
accounts he has under examination, he 
would realize what facts should be 
ascertained regarding the accounts and 
the manner of presentation would be 
very much simplified. 

The auditor should not leave too much 
to the imagination, but should state in 
simple language just what he has done 
to verify the values placed upon the 
various assets, so that ‘“‘he who runs may 
read” or “he who reads may run’? if 
necessary. 

There is still another phase of the 
accountant’s report which impresses the 
banker as requiring careful study and 
attention from the accountant, and that 
is, the need of standardization of the 
form of the accountant’s certificate. 
There appears to be too great an inclina- 
tion among some accountants to so 
qualify their certificates that one won- 
ders just what responsibility the account- 
ant does assume and how much his 
report may be relied upon. 

The accountant should leave no doubt 
as to the meaning of the certificate by 
the use of vague phraseology. In fact, 
it would seern to the banker that the 
certificate constitutes one of the ac- 
countant’s most treasured possessions, 
the use of which should be jealously 
guarded at all times. 

With control established over the 
methods of preparation and verification 
of balance sheets, it would seem possible 
to devise a form of certificate which 
would convey to the banker in unmis- 
takable language just what the certifi- 
cate means, and the banker is confidently 
looking forward to this further develop- 
ment. 

There is another point upon which I 
would like to touch just briefly. That 
is the extent of reliance which can be 
placed upon the C.P.A. after an account- 
ant’s name. J 

The accountants’ reports which the 
banker receives appear to be prepared by 
accountants who fall into three general 
classifications: 

lst—Those who have obtained the 
degree of certified public accountant in 
this State. 

2nd—Those who have obtained the 
degree of certified public accountant 
outside of this State. 

3rd—Those who practice as public 
accountants without having obtained 
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the degree of certified public accountant. 

We all know that the degree of certi- 
fied public accountant can only be 
obtained in this State by passing rigid 
examinations, but does this condition 
prevail generally throughout the coun- 
try, and what means has been devised 
to regulate the practice of your profes- 
sion in this State by those not so well 
qualified. 

We would also be interested in learn- 
ing what machinery has been set up by 
your association for disciplining certified 
public accountants who have not been 
faithful to their trust. 

In conclusion, let me express the hope 
that you will welcome the desire for 
closer codperation and better under- 
standing as a means of furthering and 
bettering both your work and ours. 


SEER ESTA 
Martin J. Hagermoser 


ARTIN J. HAGERMOSER, stu- 
dent of Walsh Institute of Ac- 


countancy, Detroit, died of 
pneumonia on January 4, 1924. Mr. 
Hagermoser was in his eighteenth year. 
He was graduated from the high school 
of the University of Detroit in June, 
1923. Upon graduation, he accepted a 
position with the post office. Mr. 
Hagermoser made up his mind to enter 
the Accountancy profession, and enrolled 
in Semester A of the Pace Course in 
September, 1923. He took a keen in- 
terest in his work, and he will be missed 
by all who knew him. 
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KENNETH FITCH, Pace Institute, 
New York, has accepted, through the 
Pace Agency for Placements, Inc., a posi- 
tion as ledger clerk with the Employers 
Liability Assurance Co., 120 William 
Street, New York City. Mr. Fitch was 
formerly employed by the Nash Engi- 
neering Co., So. Norwalk, Conn. 


JOHN PEGG, Class E-3406, Pace In- 
stitute, New York, has accepted a posi- 
tion as junior accountant with Town- 
send, Dix & Pogson, 280 Broadway, New 
York City. Mr. Pegg was formerly 
employed by Daniel Bacon, 24 Beaver 
St., New York City. 


D. H. KEUHNELIAN, former student 
in the Day School Division, Pace Insti- 
tute, New York, has accepted a position 
as voucher clerk with Crum & Forster, 
110 William Street, New York City. 
Mr. Keuhnelian was formerly em- 
ployed by the Borden Farm Products 
Co., 110 Hudson St., New York City. 


HAROLD J. HESS, Class C-3408, Pace 
Institute, New York, has accepted, 
through the Pace Agency for Placements- 
Inc., a position with the Consumers 
Brewing Co., 55th St. & Avenue A, New 
York City. Mr. Hess was formerly 
employed by the Alco Gravure Corp., 
New York City. 


F. T. LUNDQUIST, Class B-3314, Pace 
Institute, New York, has accepted a 
position of ledger clerk with the Em- 
ployers. Liability Assurance Co., 120 
William St., New York City. Mr. 
Lundquist was formerly employed by the 
Aetna Life Insurance Co., 100 William 
Street, New York City. 
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Accounting Technique 


HE completion of an assignment 

of accounting work is often de- 

pendent upon the orderly marshal- 
ling of facts and their recording and 
analysis in a precise and careful manner. 
The ability to prepare working papers on 
which the accountant’s analysis is made, 
is, therefore, a prerequisite to success in 
accountancy practice, whether public or 
private. 


Attention to technique in the prepara- 
tion of solutions to propositions in the 
class room and elsewhere is an incident 
to the development of this very neces- 
sary accomplishment. The viewpoint 
of Pace Institute on this matter is well 
expressed in a letter written by Mr. 
Homer S. Pace in reply to remarks 
which were made by a student in the 
Extension Division. The student’s let- 
ter is reproduced in part as follows: 


‘““A criticism has been made of lack of 
technique in my work, especially sug- 
gesting the use of aruler. This I object 
to. I am Vice President of a railway 
company, have had engineering training, 
and need a knowledge of accounting; 
but do not ever expect to hold an ac- 
counting position. I therefore  pur- 
posely neglect technique and make my 
answers as brief as possible, intending to 
show a knowledge of the question and 
answer. Time being at a premium is 
the reason for this. If the successful 
completion of the Pace Course requires 
all the meticulous rulings and nomen- 
clature of the typical visionless book- 
keeper drudge it will never be finished 
by me.” 


Mr. Pace’s reply to the foregoing was 
in part as follows: 


“You state that you are an engineer, 
and, therefore, I do not need to impress 
upon you the need for the precise and 
orderly solution of problems and pre- 
sentation of work. We certainly have 
never taken an extreme position with 
respect to technique, but naturally 
must protest against work that is hastily 
and carelessly. done. There are many: 
places in which a free-hand ruling makes 
a bit of work that otherwise presents a 
good appearance appear careless. In 
these instances, we believe that a student 
should use some sort of ruler. A pencil 
or the back of a book will answer in a 
pinch, - 


My experience has been that engineers 
and accountants who proceed in their 
work along careful and accurate lines 
make as much speed in the long run as 
the person who makes apparent speed 
at the cost of accuracy. I have no 
patience with the over-meticulous worker, 
and fully as little for the worker who 
gives evidence in every line and page of 
his work of a hasty and inaccurate 
method of work. 


You will agree with me in this position, 
I feel sure. All we ask of you is that you 
should exert yourself in every practicable 
way to present your work in good 
technical style. We urge this, not for 
any selfish purpose of our own, but 
because we believe the development of 
such a practice will be beneficial to you. 
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I should be sorry indeed to have you 
continue to ‘purposely neglect tech- 
nique,’ if by technique is meant the 
presentation of your work in accordance 
with a reasonable work standard.”’ 


Federal Tax Matters 


The attention of our readers is called 
to two important matters embodied in 
federal income tax laws in effect at the 
time of going to press of this issue of 
THE PACE STUDENT which are fre- 
quently lost sight of in the preparation 
of federal income and profits tax returns. 

The Revenue Act of 1921, under which 
taxes are at the present time assessed, 
provides that special treatment may be 
accorded, in some circumstances, to the 
net profit resulting from the disposition 
of capital assets. In brief, the total 
income is determined in the ordinary 
manner. The net profit on the sale or 
exchange of capital assets (that is, the 
excess of all profits derived from such 
sources over all losses sustained in con- 
nection with the sale or exchange of such 
assets) is determined and may be de- 
ducted from the total income. The tax 
is determined in the ordinary way on 
the resultant figure (i.e., total income 
minus capital gain). A 124 per cent. 
tax is then computed on the amount of 
the capital gain, and the two tax figures 
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are combined in order to determine the 
total tax. 

This method may result in the compu- 
tation of a tax lower than that which 
would be obtained if the tax were 
computed in the ordinary manner on 
the aggregate income. There are several 
limitations, however, which restrict the 
use of the method which has been out- 
lined. Chief among these is the fact 
that the law prescribes that the method 
may not be used if the amount of aggre- 
gate tax resulting is not equal to 12% 
per cent. of the total net income. ' 

The second provision is that which 
permits a taxpayer who has sustained a 
loss in trade or business during a current 
year to use that loss as a reduction of 
profits made in the succeeding year 
before determining the amount of tax 
applicable to such second year’s profits. 
In the event that the loss in the first 
year is more than the profits of the 
second year, the excess of such loss over 
such profits may be carried over intothe 
third year and may be used to reduce the 
profits of the third year for the purpose 
of tax determination in that year. ’ 

Reference should, of course, be made 
to the provisions of the law and to the 
Regulations in applying the foregoing 
to a specific tax return, and to any 
amendments to the law which may 
become effective subsequent to the date 
of going to press of this issue 


find them a great convenience. 


Students of the Pace Courses in schools outside New York City will be 
able to purchase these binders from the business offices of their respective 


schools. 


Students may have their text lectures punched for use in these new binders 
by sending or bringing them to the New York Office. 


Pace & Pace 


30 Church Street 


New Binders for Pace Texts 


New binders for the text lectures in Accounting and Law may now be pur- 
chased at the cashier’s office, 30 Church Street, New York. The binders 
have black, flexible covers, and may be used for texts, quizzes, and solutions. 
Each binder will hold approximately thirty text lectures. 
The list price is $2.50. 


Students will 
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The Determination of Book Value of Capital Stock 


A concise treatment of an important subject at the request of a subscriber 
to THe Pace Srupent 


HE determination of the book value of capital 
stock is a matter which frequently involves 
some interesting problems. The term ‘‘book 
value”’ indicates the net worth based upon excess of 
assets over liabilities shown by the books, as dis- 
tinguished from the ostensible value at which it may 
be carried in a Capital or Capital Stock Account. 

When there is only one class of stock, the book 
value of a share of capital stock is determined by 
adding to the credit balance in the Capital Stock 
Account the credit balance in the Surplus Account, 
and dividing the total so ascertained by the number 
of shares of stock outstanding. In the event that 
there is a deficit instead of a surplus, the amount of 
the deficit is deducted from the credit balance in 
the Capital Stock Account instead of being added. 

Should there be more than one class of capital 
stock it is necessary to know the preferences 
attaching to each class of stock with respect to 
sharing in the surplus or deficit. For example, if 
preferred stock were entitled to an equity equal to 
par value, the book value of the preferred stock, if 
there were no deficit, would be par, and the book 
value of the common stock would be determined as 
indicated in the preceding paragraph. If there 
were a deficit which did not equal the amount of 
common stock, the book value of the preferred 
stock would be par, and the book value of a share 
- of common stock would be obtained by deducting 
from the amount of the common stock the amount 
of the deficit and dividing the figure so obtained 
by the number of shares of common stock outstand- 
ing. If the deficit exceeded the amount of the 
common stock, the book value of the preferred 
stock would be determined by deducting from the 
amount of preferred stock such excess of deficit. 
The value of the common stock would be nil. 

If, however, preferred stock were entitled to par 
and after par were to rank share for share with 
each share of common stock in allocation or 
apportionment of surplus, the book value, if there 
were a surplus, would be determined by adding to 
the balance of each Capital Stock Account the 
amount of the surplus which attaches to that class 
of stock, dividing the resultant figures as to each 
class of stock by the number of shares of capital 
stock of each outstanding. If there were a deficit, 


the value of the preferred stock would be deter- 
mined as already indicated—that is, if the deficit 
did not exceed the amount of the common stock, 
the book value of the preferred stock would be par 
and the book value of the common stock would be 
obtained by deducting the deficit from the amount 
of common stock and dividing the result by the 
number of shares of common stock outstanding. 
If the deficit exceeded the amount of the common 
stock, the book value of the preferred stock would 
be determined by deducting from the amount of 
the preferred stock the amount of the deficit in 
excess of the amount of the common stock. The 
common stock would be worth nil... 

If the preferred stock and the common stock were 
each required to bear a share in any deficit, if a def- 
icit existed, then the computation of book value 
would be made by deducting from each class of stock 
the amount of the deficit to be apportioned to it. 

The foregoing determination of the book value 
of the stock will also be its actual value, if the 
Balance Sheet reflects existing financial condition. 
It would not, however, reflect actual value if the 
Balance Sheet contained any item which was 
erroneously stated. Furthermore, the value on the 
basis of a going concern would be different from the 
value on the basis of forced realization, because 
many items of assets which have value to the 
corporation as a going concern would be worthless 
in the event that the concern were to liquidate, and 
others would greatly decrease in value. 

Thus, the payment of organization expense and 
commissions on the sale of stock may have resulted 
in a benefit to the corporation which will extend 
over its whole useful life, since without these ex- 
penditures the corporation might not have been able 
to come into existence. If the stockholders decide 
to sell their interests to other persons, they would 
naturally wish to be reimbursed for the expendi- 
tures that may have been made for organization 
and for sale of stock, as well as for the sale of the 
items of bills receivable, accounts, furniture and 
fixtures, and the like, and the amount of such items 
would be carried on the Balance Sheet for the 
purpose of computing Surplus. The following 
Balance Sheet will illustrate the foregoing. 
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THE BLANK DISTRIBUTING CO., INC. 
Balance Sheet as at December 31, 1923 
ASSETS 
CURRENT ASSETS: 


Cael Fa gt Wes oie kek se Ge 
Bills and Accounts Receivable 


$ 4,841.64 


(net wellde) See cits so Ge en eas Chane 
——— $130,634.36 
CAPITAL ASSETS: 
Furniture and Fixtures (net 
MREIG) ooo! gs b alatic tes eee 3,494.00 
DEFERRED CHARGES: 
Organization Expense......... 510.40 
Stock Commissions Paid...... 9,144.85 
Prepaid Insurance and Taxes.. 1,161.91 
; Seana emp 10,817.16 
$144,945.52 
LIABILITIES 
CURRENT LIABILITIES: 
Bank: Loane oii Peg ese 7,835.00 
Accounts Payable............ 2,465.35 
Accrued Dividends, Interest 
AN LAZES here cea ee 5,343.80 
—————  $ 15,644.15 
CAPITAL STOCK: 
Preferred (750 shares)..... 75,000.00 
Common (2500 shares)........ 25,000.00 
pais 5 $100,000.00 
SURPLUS LS EM PR AL wii 8 ile). Pe 29,301.37 
$144,945.52 
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The preferred stock is entitled to preference in 
the assets. The common stock ranks next, after 
which they share ratably (share for share) in the 
surplus. The book value of the entire preferred 
stock is $75,000.00 plus $6,761.86 (750/3250th of 
$29,301.37) or $81,761.86. The book value of a 
share is $81,761.86 divided by 750, or $109.01. 
The book value of the entire common stock is 
$25,000.00 plus $22,539.51 (2,500 /3250th of $29,- 
301.37) or $47,539.51. One share would be worth 
1/2500th of $47,539.51, or $190.15 +. 

If on the other hand, it were desired to liquidate 
the concern, and to determine what each stock- 


holder would receive, there would be no residual. 


value in the items listed as Deferred Charges and 
they should be charged off to Surplus before 
determining the worth of the capital stock. Mis- 
cellaneous adjustments of various other items on 
the Balance Sheet may also be necessary. For 
example, the Bills and Accounts Receivable, might, 
in the event of quick realization, bring much less 
than going concern value shown on the blaance 
sheet, and reduction should be made accordingly 
by charg ng Surplus with the reduction before com- 
puting the value of Capital Stock. Furthermore, 
Furniture and Fixtures would normally bring much 
less in the event of quick realization, than their 
going concern value, and corresponding adjustment 
of this item would have to be made by crediting 
Furniture and Fixtures and charging Surplus. 


Accounting System. Suitable Use of a Club — 


Graduation Thesis by James A. Byrne, Pace Institute, New York — 


| HE accounting system which I shall describe 
has been operated successfully for a con- 
siderable time in a club with a membership 
of about five hundred, and, with few if any changes, 


; it should serve equally as well for a club with a 


membership several times as large. | 
Members usually have credit with the Club, and 
few purchasers are made for cash. A sales ticket 
1A is used for each sale. 
provision for the date, amount of sale, and the 


signature of the member receiving the service, and 


often, as a material aid in sorting, the roster num- 
ber. These tickets are numbered consecutively 
and are put up in pads of fifty or a hundred, 
A different color is used for each department. 


| Blank Club 


CIGARS—CIGARETTES 


Date wn ak. 


Form 1—Sales Ticket 


This ticket makes. 


Each day the preceding day’s tickets are collected 
from the various departments and the missing 
ones noted for investigation. All tickets. must 
be accounted for. The sales tickets from each 


Blank Club 


Member 


Telephone Service, Month of |. fc... 


Form 1A—Sales Ticket 


ge ee a i a 
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department are then listed on an adding machine, 
and the total amount of business for the depart- 
ment is obtained, from which figures the Treasurer’s 

Report of the day’s business are compiled on form 2. 


Blank Club 
New York 


Treasurer’s Daily Report 


Department Amount! Totals 


Restaurant 
Breakfast 
Lamcheons:. )) 02°) .c60 44". 
Dinners. ... 


6) ga eh cee. 


ape vesaves oes ot ee 
Cigars—Cigarettes 
Billiards—Pool............. 
Rooms...... 


Rab Service 2). i er. 
Messenger Service...... 
ielemmone 66s ei.) ,!. 
Cash Advances............. 


meestaiirant:) ote 
Beverages 
Cigars—Cigarettes 
Billiards—Pool........... 
Cab Service 
‘Telephone... ..5:. 52074 
MVAVOS och esc pope 


Form 2—Treasurer’s Report 


After the amount of business for each depart- 
ment has been determined, the tickets are sorted 
alphabetically, and each member’s tickets are 
fastened together with a staple; the amounts are 
then added, and the total amount to be charged to 
the member is placed on the back of his last ticket. 
The amounts as shown on the backs of the tickets 
are listed and should agree with the total amount 
of business for the day as shown by the Treasurer’s 
Report. 

Every active member has a monthly house 
charge envelope of strong manila paper, slightly 
larger than the sales tickets and ruled as per form 3. 
The total amount of the member’s daily house 
charges as shown by the sales tickets is written 
on the envelope, and the tickets are placed within 
the envelope. When a member pays his indebted- 
ness, he is given the original signed tickets. 

The figures as shown on the Treasurer’s Report 
are entered daily in an Abstract of Receipts Book, 
which is a columnar book with the dates of the 
month listed down the left hand side, with the 
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names of the departments listed across the top 
from left to right at the heads of columns, and with 
a total column. The daily figures as shown by the 
Treasurer’s Report are entered in the respective 
department columns on the line’for the day. At 
the end of the month, accounts for the different 
departments are credited in the General Ledger 
for the amount of business for the month as shown 
by the totals in the Abstract of Receipts Book, and 
Members’ Accounts Receivable Control House 
Charges Account is debited for the grand total. 


Blank Club 


House Charges 


Month of 


_ Form 3—Envelope 


The daily figures listed on the envelope are 
posted to the individual members’ accounts in the 
Members’ Accounts Receivable House Charges 
Ledger, which is of the loose-leaf type. About once 
a week the figures on the envelopes are totaled, 
and the totals are listed on an adding machine. 
The grand total of this listing should agree with 
the footing of the Total column in the Abstract of 
Receipts Book. 

Dues and Entrance Fees are charged to members 
through a columnar book by an entry debiting 
Members’ Accounts Receivable Control Dues and 
Entrance Fees Account and crediting the class 
of dues or entrance fees. At the end of the month 
a Journal entry is passed by which the amounts 
for the different classes of dues are debited, and an 
Income from Dues and Entrance Fees Account is 
credited for the amount of dues and entrance 
fees received during the month as evidenced by 
the entries in the Cash Book. The latter account 
therefore records dues and entrance fees actually 
collected; the other dues and fees accounts record 
the uncollected income from these sources. A 
loose leaf ledger is used for dues and entrance fees 
so that they will not conflict with the house charges. 

All purchases are made through a Steward, who 
is also in charge of the receiving and storeroom. As 
soon after the end of the month as possible, he 
sends all approved bills to the Treasurer’s office, 
where a voucher is made up for each creditor 
covering the amount of supplies furnished during 
the month (form 4). Bills and statements are 
attached to the original vouchers as evidence of 
the purchase. The vouchers are arranged alpha- 
betically, are mumbered, and are listed im the 
Voucher Register monthly. 
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The Voucher Register is a columnar book with 
columns from left to right as follows: 

Number of Voucher 

Date 

Creditor’s name 

Kind of Purchase 

Total Amount of Voucher 

A column for each department 

Columns for the various classes of supplies, such 

as cigars, food, etc. 

Miscellaneous and House Sundries 

A general column to take care of accounts that do 

not come under one of the special headings. 

On the extreme right, columns to record the date 

of payment, the amount, and the number of the 
check that effected the settlement. 

At the end of every month this book is footed. 
The totals for the different departments and ex- 
penses, and the individual items in the General 
column, are charged to their respective accounts 
in the General Ledger and Accounts Payable 
Control Account is credited for the total amount 
of the vouchers. 5 

An Accounts Payable Ledger may be kept which 
will show the detail of the account of each creditor. 
The creditor’s account may be credited from the 
Voucher Register and charged from the credit side 
of the Cash Book. Usually, however, it suffices if 
the unpaid vouchers after entry in the Voucher 
Register are placed in an unpaid vouchers file. As 


ACCOUNTS PAYABLE 


Date of Voucher 
BLANK CLUB 


DATE 


For Furnished 
During the Month 
As Per Bills or Statement Attached 
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Please receipt voucher and return to 
—Blank Club— 
New York City 
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This Receipt Must Not Be Cut From the Body of This Voucher 
Form 4—Voucher (Inside) 


April 


payment is made, posting may be made from the 
Cash Book to the vouchers to indicate payment 
and the paid vouchers may be removed from the 
unpaid vouchers file to a paid vouchers file. The 
vouchers in the unpaid vouchers file are reconciled 
with the Accounts Payable Control Account and 
will furnish detail information as to the obligation 
to each creditor. 

Before the Treasurer signs checks in payment of 
vouchers, he sees that they bear the approval of 
the Superintendent and of the Chairman of the 
Committee in charge of operating the Club. 

A perpetual inventory is kept of supplies, which 
are withdrawn from the store-room in charge of 
the Steward only upon written requisition. The 
requisition is used as the basis for the credit entry 
to an account recording the class of supplies used; 
the debit entry to the supplies account being made 
from the Voucher Register. The cost value of the 
stock on hand as shown by the inventory book, 
plus the value of the stock in the cases, the bever- 
ages in the bar, and the supplies in the kitchen 
will give the total value of the supplies on 
hand. 

All cash received from whatever source is de- 
posited in the bank daily, and payments are made 
by check only, for the amount as shown by the 
approved vouchers. The Cash Book is of the 
columnar style with the following arrangement of 
columns shown on page 69. 


DISTRIBUTION 


Restaurant 
Beverages 
Cigars-Cigarettes 
House Sundries 
China, Glassware & Kitchen Utensils 
‘Electric Light Gas 
Fuel 
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Insurance 


Interest 
Laundry 


ACCOUNTS PAYABLE | Linen, Towels, Etc. 


Newspapers—Periodicals 
Month of........19.. 
Repairs—Renewals 


Certified Correct : : 
Stationery—Printing—Postage 


Taxes 


"""""" "Superintendent 
Telephone Rental 


Approved for payment 
Telephone Tolls 
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"Executive Committe e| Cards 
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Theatre Tickets 
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Approved 
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A, 
Debit side: 

Date 

Member’s name 

Ledger folio 

Total cash received 

Members Accounts Receivable House Charges 

Members Accounts Receivable Dues and En- 
trance Fees—a column is provided for each 
class of dues and for entrance fees 

A column for each department that has cash sales 
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in the General Ledger being debited for the total 
amount of cash received and all the other debit 
footings, as well as the individual items in the 
General, column being credited to their respective 
accounts. The amount of cash disbursed is credited 
to the Cash Account; the account payable total 
is posted to the debit of Accounts Payable Control 
Account. Any General column item is debited 
individually to its account. 

The petty cash fund is kept on the Imprest 
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Cigars—Cigarettes 
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Cab Service 
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Theatre Tickets 


| 


HOUSE SUNDRIES 


China, Glassware, Kitchen Utensils 
Electric Light—Gas 
Entertainment 

Fuel 

Housekeeping Supplies 
Insurance 

Laundry 

Linen, Towels Etc. 
Newspapers— Periodicals 
Taxes 

Uniforms 

Water 

Telephone Rental 
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Form 7— Monthly Report 


War Tax column for the tax on members’ dues 
A general column 


Credit side: 
Date 
Name of Payee 
Number of voucher 
Accounts Payable 
General 
Total cash disbursed 


The Cash Book is posted directly from the foot- 
ings at the end of each month, the Cash Account 


system; i.e., a check is drawn charging Petty Cash 
Fund Account and crediting Cash Account. A 
special bank account is opened and is known as 
the Petty Cash Fund. This fund can be used to 
meet petty expenditures, to pay for C.O.D. purchases 
sent to the club and to accommodate members by 
cashing their checks. About once a week, or as 
often as the fund gets low, the cashier in charge of 
the petty cash fund turns his cash book and petty 
cash vouchers (form 6) over to the bookkeeping 
department, where a regular voucher is made up 
to reimburse the fund for the amount expended. 
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The voucher is numbered and is distributed in the 
same manner as a salary or creditor’s voucher. 
The total of the balances as shown in the Mem- 
bers’ Ledgers should agree with the amounts 
outstanding as shown by the debit balances of 
Members’ Accounts Receivable Control Accounts 
in the General Ledger; likewise, the credit balance 
of Accounts Payable Control Account should agree 
with the total amount of unpaid vouchers not 
checked off as paid in the Voucher Register. 


Blank Club 


Petty Cash Voucher 
Date 
Cashier: 
I acknowledge receipt of 
Amount Below 


If Person Receiving Payment 


Approved By 


Form 6—Petty Cash Voucher 
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Expired insurance, accrual of bond and mortgage 
interest, real estate taxes, etc., are set up monthly. 
The cost of furnishing meals to employees is 
charged to the various departments monthly and 
the aggregate credited to the restaurant. The 
amount realized on the sale of used cards, grease, 
scrap, and stale bread is credited to the respective 
departments. Income from letter boxes, cue racks, 
and locker rental is distributed over the year. 
Extraordinary expenses are held in a deferred 
account and proportioned over the periods re- 
ceiving the benefit of the expenditure. é 

The monthly report (form 7) requires but little 
explanation. It reads from left to right, starting 
with the stock on hand the first of the month, 
purchases during the month, wages, and the cost of 
employees’ meals, which, when added together, will 
give the total for the debit column. The credit 
side is made up of the value of stock on hand at the 
end of the month, plus the amount of departmental 
sales. If the credit column is greater than the 
debit, the result will be a profit, but if it happens 
that the debit one is the larger, the result is a loss. 
When the balance sheet is made up to show the 
financial condition of the club, the result as shown 
by the monthly report should be added to the 
surplus if a gain, but subtracted if a loss. 

Comparative reports and balance sheets are 
always of a great benefit for managerial purposes 
and are made up from monthly statement figures 
to show gross and net earnings and expenses for 
the month. A statement of cumulative net earn- 
ings and expenses for the accounting or fiscal period 
compared with a similar period is also of much 
value. 


Report of American Institute Committee on 
Cooperation with Bankers 


We are privileged, through the courtesy of the 
American Institute of Accountants, to reproduce below 
a Report of Special Committee on Codperation with 
Bankers. We feel that this report is of particular in- 
terest to our readers and it is published as it appears in 
the Year Book of the American Institute. [ EDITOR. | 


To the Council of the American Institute 
of Accountants: The Special Committee on Co- 
Operation with Bankers has given careful con- 
sideration to the question referred to it by the 
council of the Institute regarding the certification 
of balance-sheets giving effect to transactions 
consummated at a date later than the date of the 
balance-sheet. 

The practice which dates back some twenty 
years or more, but at that time was rarely resorted 
to, has in recent years become the rule rather than 
the exception in the case of balance sheets pre- 
pared in connection with new financing. The 
question was reported upon by the Special Com- 
mittee on Procedure at the September, 1920, 
meeting of the council, but since that time the 
practice has grown to such an extent that your 
committee feels it is now in order to deal with it 
somewhat more fully and, further, the question of 


the accountants’ position with regard to such 
statements has recently been raised by the Robert 
Morris Associates committee. 

Your committee has carefully considered the 
advantages to the issuing houses and the investing 
public of such a form of certification as well as the 
objections to and dangers of the procedure. The 
committee is convinced that as a practical matter 
accountants are confronted with a condition and 
not a theory, and that the preparation and certifi- 
cation of such statements properly falls within the 
field of the accountant’s work. 


It is manifest, however, that such statements 
should only be issued under proper safeguards and 
rules for the guidance of the members of the 
profession to insure as far as possible sound 
standards and uniformity of practice. 


Your committee, of course, realizes that such 
rules should be broad and sufficiently elastic to 
allow of the exercise of initiative in dealing with 
unusual situations which will inevitably arise in 
connection with such a question. 


Your committee accordingly recommends the 
following general rules for the guidance of the 
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members of the Institute with reference to the 
issuance of such statements and certificates: 

I. The accountant may certify a statement of 
a company giving effect as at the date thereof to 
transactions entered into subsequently only under 
the following conditions, viz.: 

(a) If the subsequent transactions are the sub- 
ject of a definite (preferably written) contract 
or agreement between the company and 
bankers (or parties) who the accountant is 
satisfied are responsible and able to carry 
out their engagement; 

(b) If the interval between the date of the state- 

ment and the date of the subsequent transac- 
tions is reasonably short—not to exceed, say, 
four months; 
If the accountant, after due inquiry, or, 
preferably after actual investigation, has no 
reason to suppose that other transactions or 
developments have in the interval materially 
affected adversely the position of the com- 
pany; and 

(d) If the character of the transactions to which 
effect is given is clearly disclosed, i.e., either 
at the heading of the statement or some- 
where in the statement there shall be stated 
ciearly the purpose for which the statement 
is issued. 

- JI. The accountant should not certify a state- 
ment giving effect to transactions contemplated 
but not actually entered into at the date of the 
certificate, with the soie exception that he may give 
effect to the proposed application of the proceeds 
of new financing where the application is clearly 
disclosed on the face of the statement or in the 
certificate and the accountant is satisfied that the 
funds can and will be applied in the manner 
indicated. It is not necessary that the precise 
liability shown in the balance-sheet before adjust- 
ment should actually be paid out of the new money. 
It is sufficient, for instance where the balance sheet 
before the financing shows bank loans, if the pro- 
ceeds are to be applied to bank loans which are 
either identical with or have replaced the bank 
loans actually outstanding at the date of the 
balance sheet. Ordinarily, however, the account- 
ant should not apply the proceeds of financing to 
the payment of current trade accounts payable, 
at least not against a normal volume of such 
current accounts payable, because there must 
always be such accounts outstanding and the 
application of new moneys against the outstandings 
at the date of the balance sheet results in showing 
a position which in fact could never be attained. 
The accountant may usually best satisfy himself 
that the funds will be applied as indicated by 
getting an assurance from the issuing house on the 
point. 

III. In any description of a statement or in any 
certificate relating thereto it is desirable that the 
past tense should be used. It should also be made 
clear that the transactions embodied have been 
definitely covered by contracts. 

IV. When the accountant feels that he cannot 
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certify to such a hypothetical statement, probably 
because of the length of the period which has 
elapsed since the accounts have beén audited, he 
may be prepared to write a letter, not in certificate 
form, stating that at the request of the addresseée a 
statement has been examined or prepared in which 
effect is given, in his opinion correctly, to proposed 
transactions (which must be clearly specified). 
Such letters should be given only in very special 
cases and with the greatest care. 

The committee illustrates the special form of 
statement and certificate, and also of the letter 
coming within the terms of Rule IV., as follows: 

Form of balance sheet and certificate where con- 
ditions laid down in Rules I and ITI have been met. 

A. B. C. COMPANY 
BALANCE SHEET 
December 31, 1922 
(Giving effect as at that date to the sale of 
$5,000,000 first Mortgage bonds since consum- 
mated and the application of the proceeds in part 
in reduction of liabilities). 


Assets 
Liabilities 
We have examined the books and accounts of 
the A. B. C. Company for the year ended December 
31, 1922, and the agreement dated March 2, 1923, 
for the sale of $5,000,000 first mortgage bonds, and 
we certify that the above balance sheet is, in our 
opinion, a fair and accurate statement as of 
December 31, 1922, of the financial position of the 
company, giving effect at that date to the provi- 
sions of the agreement mentioned. 
New York, 
March 2, 1923 


Letter Coming Within Terms of Rule IV 


New York, August 25, 1923. 
Mr. John Smith, Vice-president, 
A. B. C. Company, 
52 William Street, 
New York City. 
Dear Sir: 

In accordance with your request, we have ex- 
amined the attached balance sheet of the A. B. C. 
Company as of- June 30, 1923, and beg to advise 
you that in our opinion it is prepared so as to 
reflect correctly the position of the company as 
shown by the books, but giving effect as at that 
date to the pending issue of $300,000 first mortgage 
bonds as provided in the agreement dated August 
25, 1923, and to the extinguishment out of the 
proceeds of the new financing of the notes payable 
to bankers to the amount of $300,000. 

It will be understood that we have not audited 
the books since the close of the fiscal year on 
December 31, 1922. You have heretofore been 
furnished with the audited accounts as of that 
date, which were in accord with the books. 

Yours very truly, 
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Respectfully submitted for the Special Com- 


mittee on Cooperation with the Bankers. 
WILLIAM B. CAMPBELL, Chairman 
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Accountancy has suffered a great loss. Elijah 
Watt Sells, often referred to as the dean of the 
Accountancy profession, died at his home in New 
York on the evening of the nineteenth of March. 
Mr. Sells was an accountant of great ability; he 
was an authority on public affairs; he was a whole- 


souled and genial gentleman. We shall pay fuller 


tribute to his memory in a later issue of this 
magazine. ; 


Opportunity for Library Research 


HE recent announcement that J. Pierpont 
Morgan had presented to the public the 


magnificent library collected by his father 

—the finest private library in existence— 
emphasized again the unsurpassed opportunities 
for study and research that come to New Yorkers. 
The beautiful building on East Thirty-sixth Street 
will be added to the many other repositories of 
information in the metropolis. The pity is that 
many who would profit most by first-hand contact 
with libraries and museums keep most assidu- 
ously away from them. Their aloofness may be 
due to ignorance or lack of interest. Sadly enough 
it is too frequently the latter. 

Business and professional folk in the course of 
their daily work have occasion to obtain informa- 
tion on a variety of subjects. The information 
may be needed for a paper to be delivered to some 
convention, for a speech to be made to some asso- 
ciation, or for the preparation of a brief or report. 
Aside from general library resources, the business 
man has at his disposal the business department of 
the Public Library, the lawyer has available the 
various law libraries, and the accountant has at 
hand the most complete accounting library in the 
United States which is maintained by the American 
Institute of Accountants at its headquarters at 
135 Cedar Street. The latter maintains a Service 
by means of which accountants and others living 
at a distance may acquire information requiring 
library research. Surely there is no dearth of 
authentic information for any man. The young 
business or professional man owes it to his future 
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to familiarize himself with the many unequalled 
sources of information which have been provided 
for him by the municipality and by the generosity 
of many public-spirited individuals. 


The Accountants’ Responsibility 


T is interesting to note the gradual advancement 
of the accountancy profession to a higher plane 
of professional responsibility. There still exists, 

however, a disposition to question accountants’ 
reports. This condition, it is pleasant to note 
does not arise through lack of faith in the ac- 
countants’ integrity. Rather, it arises through 
the frequent lack of clear-cut definition by the 
accountant of the work he has performed on an 
engagement, and through certifications which 
leave in doubt the exact responsibility accepted 
by the accountant with respect to the accuracy of 
the records or statements to which he certifies. 

The American Institute of Accountants, through 

a special committee in co-operation with bankers, 
has given careful consideration to certain phases 
of this question—particularly with reference to 
the certification of a Balance Sheet giving effect 
to transactions involving financing consummated 
at a date subsequent to the date of the Balance 
Sheet. The report of the Committee is printed 
on another page of this issue of The Pace S tudent. 
The report made by the Committee is a decided 
step in advance. It is to be hoped that account- 
ants generally will be guided by the rules recom- 
mended. Adherence to the suggestions contained 
in the report, will be one more advance in estab- 
lishing the profession in the full confidence of the 
laity. 4 


Alfred H. Smith, 
a Great Railroad Executive 


LFRED H. SMITH, president of the New 
York Central lines, who lost his life, re- 
cently, asa result of a fall from a horse, was 

a great executive, one of the most powerful person- 
alities in the railroad world. In the reviews of 
his remarkable career, which appeared after his 
death, two characteristics stood out. Mr. Smith 
knew his job, knew every angle of it, every detail. 
Stern experience was his teacher. He began his 
railroad career—a career which was destined to 
carry him to the very top of one of the greatest 
transportation systems in the United States—by 
working as section hand on a road in the Middle 
West. Surely if ever a man began at the bottom 
Alfred H. Smith did. It was his capacity for 
getting things done that soon brought him to the 
favorable attention of his superiors. All his life 
he continued to get things done. Promotion after 
promotion came to him. During the time that 
the railroads were under government control he 
served as Assistant Director General of Railroads 
and Regional Director of the Eastern District. 
In this work he rendered great service. 
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Biographical Sketches of Pace 
Students Who Have Made Good 


Harry H. Meisner, C.P.A., Michigan 


MONG the youngest practitioners 

of professional Accountancy in 

the Middle West is Harry H. 
Meisner, a former student of the Pace 
courses in Detroit. At the age of 22, in 
1921, Mr. Meisner was awarded the 
C.P.A. certificate of Michigan, and im- 
mediately entered practice on his own 
account. Upon graduation from Central 
High School, Detroit, in 1915, Mr. 
Meisner’s idea was to become a lawyer. 
However, at that time, he accepted a 
position in the editorial department of 
the Detroit News. After a year of 
newspaper work, he realized that he was 
better fitted for business than for a 
journalistic career. He, therefore, sev- 
ered his connection with the News staff 
and accepted a position in the Detroit 
Savings Bank. 

It was at this time that Mr. Meisner 
decided, upon advice of an executive of 
the bank, to make the professional prac- 
tice of Accountancy his life work. He 
determined to make the C.P.A. certifi- 
cate of Michigan his immediate goal, 
and at this time made two decisions by 
which he might further his ambitions. 
He enrolled in the Pace Course, in 1916, in 
order that he might receive the instruc- 
tion which would train him for the 
examinations, and he was graduated in 
1919. To fulfill the requirements of the 
State of Michigan relative to experience 
in practice, he immediately gave up his 
position in the Detroit Savings Bank, 
and accepted a position with Hollis, 
Tilton & Porte, now merged with the 
firm of Haskins & Sells. Later he be- 
came associated with Blair & Rothfus. 
During his term of service with these 
two firms, Mr. Meisner received very 
valuable experience in public accounting 
work. After thus securing the necessary 
preparation of the Pace Course and the 
required experience in public practice, 
Mr. Meisner sat for the Michigan C.P.A. 
examinations in 1921 and was among 
the successful candidates. 

Mr. Meisner is not the kind of man 
who gives up a good idea; therefore, 
although he is busily engaged in the 
practice of Accountancy, he is studying 
Law. He began his law course in 1921 
and will complete his work for the LL.B. 
degree in about a year. 

Mr. Meisner is a loyal Pace man. In 
connection with his study of the Pace 
Course, Mr. Meisner says: 

“TY yalue the training which I received 
in the Pace course most highly. I was 
in public accounting work while studying 
the Pace Course, and the practical work 
which was contained in the Course 
helped, to aconsiderable extent, in solving 
the problems which came to my atten- 
tion. I value the Pace certificate as 
one of my most valued possessions. 

“To those young men who expect to 
enter the profession of Accountancy I 
feel that a thorough knowledge of law 
is necessary. To obtain further training 


in this subject I began the study of Law 
in 1921 and expect to be admitted to the 
Bar within the next few years. The 
solution of business problems today 
demands a thorough knowledge of law. 


HARRY H. MEISNER 


“My experience in connection with 
Accounting and business problems leads 
me to believe that every young man, 
upon completion of his academic studies, 
should begin the study of Accountancy, 
if he contemplates a business career. 
The knowledge gained from studying the 
Pace Course in Accountancy will be of 
unlimited value in following any line of 
business.” 

Regardless of the fact that he is very 
much occupied by his Accountancy prac- 
tice and his law preparation, Mr. 
Meisner finds time to engage in sports of 
a general nature. Possession of the 
C.P.A. certificate and measurable prog- 
ress in the matter of securing the LL.B. 
degree—such achievements at age 25 
augur well for Mr. Meisner’s future. 


WILLIAM C. HEATON, PAUL A. 
CULLINAN and JOHN J. HELMUS 
announce the consolidation of the prac- 
tices of William C. Heaton and Cullinan 
& Helmus, effective January 1, 1924. 
They will continue in the general prac- 
tice of accountancy with offices in the 
Straus Building, 565 Fifth Avenue, New 
York City. Mr. Heaton and Mr. 
Helmus are former students of Pace 
Courses. 
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Newark Students 
Visit Telephone Company 


N the evening of January 30, a 
large body of students of the 
Evening School Division of Pace 

Institute, Newark, made a very inter- 
esting field trip to the spacious building 
which houses the plant and offices of the 
New York Telephone Company, Newark 
Division. 

The various departments of the plant 
and offices were visited, and the working 
details of each were thoroughly ex- 
plained by a group of executives of the 
Telephone Company, under the direc- 
tion of Mr. A. J. Kelley. The wire room 
was first inspected. Here the cable 
construction lay-out and manner in 
which the many wires enter this exchange 
were explained. One of the most 
interesting devices pointed out on this 
floor was the ‘‘squealer.’’ The 
‘‘squealer’’ is a piece of mechanical 
apparatus used to attract the attention 
of the subscriber when his telephone is 
reported to the trouble department by 
the operator. 

The group next proceeded to the 
training rooms. Here the candidates 
are given intensive training before as- 
suming the responsibility of regular 
operators. Matters of particular in- 
terest to subscribers were brought to the 
attention of the group. A visit was 
then made to the operating room, where 
the most modern telephone board opera- 
tion was explained in detail. Particu- 
larly, the students manifested very great 
interest in the semi-automatic board. 
The students commented enthusiasti- 
cally on the very fine rest rooms and on 
the educational and social facilities which 
the company has provided for the opera- 
tors while off duty. 

The trip took about one hour and a 
half, and was under the supervision of 
F. M. Schaeberle, of the firm of Pace 
& Pace. It was one of the most inter- 
esting field trips taken by students of 
Pace Institute. 


Commercial Teachers 
Will Hold Convention 


The twenty-sixth annual convention 
of the Eastern Commercial Teachers’ 
Association will be held at Hotel 
McAlpin, New York, on April 17, 18, 
and 19. 3) 

A. particularly interesting program, 
including addresses upon practically 
every phase of commercial work, has 
been planned. Among the speakers for 
the convention period are Cameron 
Beck, personnel director of the New 
York Stock Exchange; Dr. J. Duncan 
Spaeth, of Princeton; F. P. Hamon, of 
the B. F. Goodrich Rubber Company, 
Akron, Ohio, representing the National 
Association of Office Managers, and 
many other leaders in Business, and 
educators of prorninence, 

Exhibits by the leading typewriter 
companies, dealers in office equipment, 
and educational institutions will be held 
in conjunction with the convention. 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 
deemed to be of general interest to readers of The Pace Student. A communication, in order to re- 
ceive attention, must contain the name and address of the person asking the question. 


HE following procedure is used on the books of 
an iron concern for recording contracts received 
and their disposition. 

When the contract is received, the customer’s 
account is charged and Unfinished Contracts 
Account is credited. 

When a cash payment is made by the customer, 
Cash Account is charged and the customer’s 
account is credited. 

At the time of closing the books, the unfinished 
portion of the contract is estimated, and entry is 
made charging Unfinished Contracts Account and 
crediting a new Unfinished Contracts Account for 
that portion of the total contract income which 
applies to the portion uncompleted. 

The cost of the portion completed will meanwhile 
have been charged to a Contract Cost Account. 
The Contract Cost Account and the balance re- 
maining in old unfinished Contracts Account 
(representing the portion of the contract price 
applicable to the completed part of the contract) 
are transferred to Profit and Loss Account in 
closing the books. 

Please advise if there is a more correct treatment 
for the foregoing transaction. 


Answer: 

It would seem from your letter that it is the 
custom to debit the customer and credit Unfinished 
Contracts Account at the time the contract is 
received. Such a procedure is not considered good 
practice in that it shows on the books anticipated 
income and an anticipated receivable. Ordinarily 
the contractor has no account receivable until he 
has performed all or a certain part of the work on 
the contract. 

It would be better to carry the item in memoran- 
dum form until a billing is made to a customer. 
When such billing is made, entry could be passed 
as follows: 


To CONTRACT INCOME, Contract No. 1... xx 
For amount billed to customer on contract. 
Cost of the contract would, in the meanwhile, be 
debited to a cost account by entry substantially 
as follows: 
CONTRACT COST, Contract No. 1............. xx 

To CASH (or ACCOUNTS PAYABLE) (ale. XxX 
For cost of work on contract. 

If the contract is completed during the period, 
the cost account and the income account would 
be closed into the Profit & Loss Account, which 
would then show the profit or loss on the contract. 
If, however, the contract extends over into the 
succeeding period, then one of two methods is 
ordinarily used at the time of closing the books in 
the first period. 


/ 


Method No. 1 consists in carrying the cost and 
the income into the Balance Sheet as deferred 
charge and deferred credit, respectively, or carrying 
the net effect in one figure, as may be preferred. 
If the net figure is carried in to the Balance Sheet, 
it would be carried as a deferred charge if a debit 
balance, and as a deferred credit if a credit balance. 

Method No. 2 consists in determining the per- 
centage of completion of the contract at the end of 
the year. This amount is transferred from the 
income account to the Profit & Loss Account, and 
the total cost of the contract is transferred from 
Cost account to Profit & Loss Account. The Profit 
& Loss Account thus records the cost to date and 
the estimated income to date, with a net figure 
which is the estimated Profit & Loss to date. 

The procedure may be illustrated by the follow- 
ing example, which assumes the use of certain ac- 
counts peculiar to the conditions obtaining: Assume 
that a contract is entered into for $10,000.00 and 
that at the end of the first year the contract is 
40 per cent. completed. Assume, further, that 
$3,500.00 has been spent during the year. Entry 
for cost would be made as follows: : 

CONTRACT COST. a3 aa ee $ 3,500.00 

To CASH (or ACCOUNTS PAY- ih 

ABLE, ETC,)7 2 ~  $ 3,500.00 

For cost. 
Entry for the proportion of income during the 
period (40 per cent. of the total contract amount) 
would be made as follows: 
UNBILLED CONTRACT... | ..,. 7° $ 4,000.00 

To CONTRACT INCOME ..... 
To set up estimated percentage of 

total contract income applicable to 

portion completed this year. 

When the customer is billed, entry can be passed 
as follows: 
CUSTOMER) J...;......0. 00) 2a 

To UNBILLED CONTRACT... ..6))) 3 xx 
For billing made to customer. 

The cost account and the income account would 
be closed out into Profit & Loss Account. The 
customer’s account would appear on the Balance 
Sheet as an asset. The Unbilled Contract Account 
would appear on the Balance Sheet as an estimated 
asset (an’ amount which is in the nature of an 
unbilled account receivable) if it has a debit bal- 
ance, or as a liability or a deferred credit (an 
amount representing the excess of any billing 
which has been made to any customer over the 
actual income value of that portion of the contract 
completed) if it has a credit balance. 

On page 30 of the January, 1924, issue of THE 
PACE STUDENT, Article 36, of Regulations 62, 


$ 4,000.00 


of the Treasury Department, with reference to : 


the treatment of taxable income arising through 
long. term contracts, was quoted. 


‘ 
. 
\ 
4 
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HEN closing the books of a corporation for 

the calendar year 1923, is it proper to charge 
Federal income and profits taxes paid during the 
year 1923 to Surplus Account, no reserve having 
been set up at the closing of the books as at De- 
cember 31,1922? While we know that taxes paid 
are not allowable as a deduction when figuring 
taxable income for the year 1923, is it not correct, 
as a matter of actual fact, to charge these tax 
payments to Profit & Loss and show them as 
expenses or deductions from income on the 1923 
profit and loss statement? 


Answer: 


The theory of the income tax is that the Federal 
Government has declared itself a partner in each 
taxpayer’s activities to the extent that it appro- 
priates a share of the profits which he earns. Ac- 
cordingly, Profit and Loss Account, in the year in 
which the profits are earned, should be charged 
after the net profit has been ascertained, and a 
liability account such as Accrued Taxes should be 
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credited. When payment is made in the succeeding 
year, the liability account should be charged and 
cash account should be credited. 

On the Profit & Loss Statement the item could 
be shown as follows: 


AiGOmie (Cetaled) yr. winters oe ee ee re) oe elie xx 
Less Costs and Expenses (detailed).......... 


SAT. xx 
INCU IE TOUte mnt Genet eee lta n Nee ee Bie el yh 4 gee 
Less Federal Income Tax attaching thereto............ xXx 
Balance of Net Profit transferred to Surplus Ac- 
CORO alae <a) et, MER chen Soke aha Waris cule ee! XX 


—— 


If the charge is not made at the end of the year 
to Profit & Loss Account as indicated, the balance 
of Profit 8& Loss Account which will be closed into 
Surplus Account will include the portion of the 
current year’s profit which will be appropriated 
by the tax authorities. Accordingly, when levy 


and payment thereof are made, the payment 
should be charged against Surplus Account and 
not against the Profit & Loss Account for the year 
in which the payment is made. 


We are privileged, through the courtesy of the 
American Institute of Accountants, to reproduce 
below report of special committee on State C.P.A. 
Reciprocity. We feel that this report is of current 
interest to our readers and is published as appearing 
in the Year Book of the American Institute.—[EDITOR] 


To the Joint Meeting of Members of State 
Boards of Accountancy and Institute Board of 
Examiners: Your committee, appointed at the 
meeting held in Chicago last year, and directed to 
investigate the question of reciprocity and to 
collect data from the various states in reference 
thereto, submits for your consideration its report, 
as follows: 

A questionnaire containing twenty-three ques- 
tions calling for information on the points usually 
considered in negotiations relating to reciprocity 
was sent to all state boards. Responses containing 
specific information on these points were received 
from thirty-one states, viz.: Alabama, Arizona, 
California, Colorado, Delaware, Florida, Georgia, 
Idaho, Illinois, Indiana, Iowa, Kansas, Louisiana, 
Maine, Michigan, Minnesota, Missouri, Montana, 
Nebraska, New Hampshire, New York, North 
Dakota, Ohio, Oregon, Pennsylvania, Rhode Island, 
South Carolina, South Dakota, Utah, Washington, 
and Wisconsin. 

A summary of the answers received, which are 
deemed to be the most pertinent for consideration 
at this time, is presented below, viz.: 

In twenty-five of the aforesaid states provisions 
are made in the laws for reciprocity and in six 
states there are no such provisions; reciprocity 
certificates are reported as having been issued in 
nineteen states. 


Report of American Institute 
Special Committee on State C. P. A. Reciprocity 


In twenty-four states there are no obstacles and 
the boards favor extension of reciprocity to certified 
public accountants of other states using the 


‘Institute examinations and of other states whose 


standards are satisfactory. In one state the board 
is Opposed to such extension with other states 
using the Institute examinations. In four states 
there are at present legal obstacles in the way of 
extending reciprocity, but the boards in three of 
these states favor the extension of reciprocity, 
providing the obstacles can be overcome. Two 
did not answer the question. 

In four states the boards are using two different 
kinds of certificates—one for conferring the degree 
as a result of examination and the other for re- 
ciprocity or registration. In six other states the 
boards favor the use of separate certificates for 
reciprocity. Four boards see no reason for distinc- 
tion. The balance are noncommittal on this 
question or state the :aw does not provide for the 
use of separate certificates. 

In the light of the information obtained on the 
subject your committee believes that reciprocal 
agreements between states can and shouid be 
more extensively entered into, and that where 
legal obstacles now exist the local boards and 
practising accountants should be urged to use their 
best efforts to have them overcome. 

Your committee commends for consideration by 
the various state boards the general plan adopted 
by one state and which is indicated in the following 
form of resolution, viz.: 


“WHEREAS, it is desirable that qualified certi- 
fied public accountants of other states, residing or 
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doing business in (local state) be under the juris- 
diction of the (local) state board of accountancy, 
and 


WHEREAS, the (local) state board of account- 
ancy has satisfied itself that the standards and 
requirements for a certificate to practise as a 
certified public accountant in the states of (list 
of approved states) are substantially equivalent 
to those established by the laws of (local state) and 
the regulations of the (local) state board of ac- 
countancy. ; 


NOW THEREFORE BE IT RESOLVED that 
the (local) state board of accountancy will issue a 
certificate to practice as a certified publi¢ account- 
ant in (local state) to the holder of a valid and un- 
revoked original certificate to practise as a certified 
public accountant in any of the states above men- 
tioned upon the same terms and conditions under 
which the state that issued the original certificate 
to the applicant will grant a like certificate to 
practice as a certified public accountant to the 
holder of a valid and unrevoked certificate issued 
by the (local) state board of accountancy, upon 
presentation to the (local) state board of account- 
ancy of an application in the form prescribed by 
said board, together with the statutory fee of $. 
and the original certificate or its equivalent, sub- 
ject to the approval of such application by the 
board of accountancy of the state where such 
original certificate was issued; provided, however, 
that in the event that the requirements of the 
state issuing the original certificate in respect to 
education, experience and residence do not coincide 
with the requirements of (local state) the applicant 
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will be required to meet the requirements of the 
laws and regulations of the latter; and provided 
further that the (local) state board of accountancy 
may in its discretion decline to grant a reciprocity 
certificate to an applicant if the evidence presented 
is, in the opinion of the board, sufficiently adverse 
to warrant such action.”’ 

Under this plan a large number of states, whose 
standards are acceptable, could be approved by 
most of the boards. Other states could be added 
from time to time as occasion might arise. This 
would do away with the necessity of conducting 
extended negotiations between boards, upon re- 
ceiving an application from a certified public 
accountant of a state with which reciprocal rela- 
tions had not previously been established. The 
delay occasioned by such negotiations often results 
in defeating the purpose of reciprocity. 

Your committee further recommends that a 
committee be maintained to preserve the informa- 
tion and data now available on this subject; to 
conduct further research and in so far as possible to 
act as a central agency in advancing reciprocal 
relations between state boards. 

Respectfully submitted, 
(Signed) JULIUS J. ANDERSON 
Chairman. 
Washington, D. C. 
Sept. 17, 1923. 
COMMITTEE: 
Edward Fraser, Kansas City, 
Chas. S. McCulloh, New York, 
Joseph M. Pugh, Philadelphia, 
G. V. W. Lyman, New Orleans, 
Julius J. Anderson, Minneapolis. 


PHILIP R. WHITNEY, Pace Institute, 


IRA W. LEECH, former student of J. 


B. AGNELLI, former student of 


Boston, has accepted a position as Office 
Manager with the firm of W. H. McEI- 
wain Company, shoe manufacturers, of 
Nashua, New Hampshire. 


K. K. WIDEMAN, Pace Institute, 
Boston, has been transferred from the 
Boston office of Scovell, Wellington & 
Company, accountants and engineers, 
to the Cleveland office of the same firm 


CHARLES B. MOUNT, Jr., a graduate 
of the Pace Courses, announces the 
opening of an office at 50 Church Street, 
Hudson Terminal Building, New York 
City, for the practice of Accountancy. 


REID & KNUST, Certified Public 
Accountants, announce the opening of 
an office at 125 Trumbull Street, Hart- 
ford, Conn., for the professional practice 
of Accountancy. Henry Knust, C.P.A., 
of this firm, is a graduate, of the Pace 
Course. 


E. O. KALLMAN, a graduate of Pace 
Institute, New York, has been appointed 
accountant-in-charge with the New York 
Consolidated Drug Corporation. 


ANDREW NELSON, graduate of Pace 
Institute, New York, is now Controller 
of the Y.W.C.A. of New York. 


Pittsburgh School of Accountancy, has 
accepted a position on the staff of Scott, 
Boschert & Co., Certified Public Ac- 
countants. Mr. Leech was a former 
auditor of the William H. Byers Com- 
pany. 

SAMUEL RAINER, a former student of 
Pace Institute, New York, has opened 
an office at 114 Chambers Street, New 
York City, for the general practice of 
Accountancy. 


H. M. CONRADSEN, a former student 
of Pace Institute, Boston, is now 
assistant-treasurer of the City Five- 
Cent Savings Bank, Haverhill, Mass. 


FRANK WILBUR MAIN, C-P.A., 
former President of the American Society 
of Certified Public Accountants, was 
elected Secretary of the Pennsylvania 
Board of Examiners of Public Account- 
ants for the year 1924. 


MAJOR SIMPSON, sales manager of 
the Prudence Company, New York 
City, gave a talk at the Day School 
Assembly on February 18. Following 
Major Simpson’s talk, a film showing 
the work done by the Prudence Company 
was exhibited. 


Pace Institute, New York, is now auditor 
of the Bell Syndicate, Inc., 154 Nassau 
Street, New York City. 


F.W. LAFRENTZ & COMPANY, Pub- 
lic Accountants, announce the opening 
of an office in the Penton Building, 
Cleveland, under the direction of A,’G. 
Potter, C. E. Flanders, and R. B. Ran- 
ney, as resident partners. 


THE FIFTY-NINTH Commencement 
of Rider College, Trenton, New Jersey, 
was held on the evening of February 
Shs 


H. W. BEHRMANN, of Indianapolis, 
Indiana, a former student of the Exten- 
sion Division of Pace Institute, passed 
the recent Examinations, for C.P.A., 
given under the auspices of the Ameri- 
can Institute of Accountants, in the 
State of Indiana. 


B. W. HARTMANN, C.P.A., a former 
student of the Pace Course, was among 
the successful candidates who recently” 
sat in the examinations for the C.P.A. 
certificate of Indiana. Mr. Hartmann is 
a member of the firm of Stone, Metter, 
Hartmann & Co., Public Aol 
Ft. Wayne, Indiana. 
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Cost Accountants Advocate Revision of 
Sherman Law 


HE National Association of Cost 

Accountants, by means of a reso- 

lution adopted on January 24th 
by its Board of Directors, copies of 
which have been sent to the President 
of the United States and to the members 
of both houses of Congress, has taken a 
definite stand in favor of a revision of 
the Sherman Anti-Trust Act and sub- 
sequent legislation, in so far as it affects 
the activities of Trade Associations in 
exchanging among their members statis- 
tics and trade information. 


The Association has been making an 
intensive study of the trend of recent 
court decisions and administrative inter- 
pretations as affecting trade association 
activities, and the resolution is the result 
of this study. Secretary McLeod, at 
the national headquarters of the Asso- 
ciation, New York City, has made the 
following comments with respect to the 
reasons for such revision: 


“It is generally admitted that the 
so-called Anti-Trust legislation has by 
judicial interpretation been extended far 
beyond the field which it was originally 
intended to cover. Recently there has 
been an apparent tendency on the part 
of the courts to apply the law in such 
a way as to work a rather severe restric- 
tion on those activities of the Trade 
Associations which have to do with the 
exchange of trade information and 
statistics. If this interpretation is a 
true interpretation of the intent of the 
Sherman Act and subsequent legislation, 
it will result in defeating the end—or at 
least one of the ends—for which the 
legislation was originally designed, be- 
cause it will make it impossible for the 
small manufacturer and the small busi- 
ness man to secure information which 
he can now secure through his Trade 
Association, but which he cannot afford 
to gather for himself, while his wealthier 
and stronger competitor can afford to 
maintain an independent statistical 
bureau for his own service. Even a 
cursory observation of the real facts of 
the situation will indicate that the 
exchange of trade information in good 
faith is an aid to intelligent competition 
and does not interfere with the free 
development of competitive business. 


“There have undoubtedly been some 
injurious price-fixing combinations de- 
veloped under the guise of Trade Asso- 
ciations, but it is just as reasonable to 
restrict the useful and constructive acti- 
vities of the Trade Associations because 
a small number have been unwisely 
conducted as it would be to prohibit all 
social organizations because a few have 
been used as a cloak for gambling or 
some other illegal activity.” 


The text of the resolution is as follows: 


‘“‘Whereas, the members of the Na- 
tional Association of Cost Accountants 
are generally so placed in industry that 
it is a part of their daily work to prepare 
or supervise the preparation of statistics 
of costs, production, shipments, sales, 


stocks on hand, and the like, not only 
for their own businesses but also for the 
trade associations with which their 
industries are connected, and 


‘‘Whereas, it is the unanimous opinion 
of the directors of the N.A.C.A. that the 
collection, compilation, and distribution 
of such statistics are aids to intelligent 
competition, and in no wise opposed to 
public interest, and 


‘“‘Whereas, the directors have taken 
note of the trend of recent court decisions 
and the recent opinion of Attorney- 
General Daugherty, given at the request 
of Secretary Hoover, that vital statistics 
of industries can be gathered only on 
the authority of a governmental agency, 
and distributed only through such an 
agency, and 


‘“‘Whereas, the directors believe that 
this trend is decidedly contrary to the 
spirit of American institutions, opposed 
to the best interest of American business, 
and particularly hurtful to the numerous 
small producers who can get information 
of this kind only through cooperative 
action (in contrast with the larger pro- 
ducers whose operations permit them to 
establish statistical bureaus on their own 
account), and 


‘“‘Whereas, the directors of the N.A. 
C.A. are thoroughly in accord with the 
opinion of Secretary Hoover, that the 
collection and use of accurate trade 
statistics will tend to diminish the 
shocks of industrial crisis and depression, 
and diminish the waste of capital which 
now occurs through ill-advised and 
uninformed business ventures, and 


‘“‘Whereas, the directors of the N.A- 
C.A. wish to record publicly their agree- 
ment with the opinion of Mr. Justice 
Holmes of the Supreme Court in the 
American Hardwood case when he says: 


I should have supposed that the Sher* 
man Act did not set itself against 
knowledge—did not aim at a transitory 
cheapness unprofitable to the community 
as a whole because not corresponding to 
the actual conditions of the country. 
I should have thought that the ideal of 
commerce was an intelligent interchange 
made with full knowledge of the facts as 
a basis for a forecast of the future on 
both sides. A combination to get and 
distribute such knowledge, notwith- 
standing its tendency to equalize, not 
necessarily to raise, prices, is very far 
from a combination in unreasonable 
restraint of trade .... A combina- 
tion in unreasonable restraint of trade 
imports an attempt to override normal 
market conditions. An attempt to 
conform to them seems to me the most 
reasonable thing in the world. And also 
with the opinion of Mr. Justice Brandeis 
in the American Hardwood case when 
he says: 

The Sherman Law does not prohibit 


the lessening of every competition; and. 


it certainly does not command that 
competition shall be pursued blindly, 
that business rivals shall remain ignorant 
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of trade facts, or be denied aid in weigh- 
ing their significance . . . . Surely it is 
not against the public interest to dis- 
tribute knowledge of trade facts however 
detailed . . . . Intelligent conduct of 
business implies not only knowledge of 
trade facts, but an understanding of 
them. To this understanding editorial 
comment and free discussion by those 
engaged in the business and by others 
interested are aids. Opinions expressed 
may be unsound; predictions may be 
unfounded; but there is nothing in the 
Sherman Law which should limit free- 
dom of discussion, even among traders; 
and 


‘Whereas, the directors of the Na- 
tional Association of Cost Accountants 
wish to record publicly their emphatic 
approval of Secretary Hoover’s deter- 
mined efforts to foster trade associations 
and to encourage the gathering, compila- 
tion, and exchange of trade statistics, 
therefore 


“Be It Resolved that the boaid of 
directors of the National Association 
of Cost Accountants is of the opinion 
that the public interest would be served 
and encouragement given to aspects of 
American industrial activities which are 
sound economically and most valuable 
for social welfare, by such revision of the 
Federal laws as may be necessary to 
permit the compilation, tabulation, and 
exchange of trade information under 
such public regulation as may be neces- 
sary to safeguard the public welfare, and 


“Further, that copies of this resolution 
be placed in the hands of the President 
of the United States, the Secretary of 
Commerce, the Attorney General of the 
United States, and both Houses of Con- 
gress with the request that earnest 
thought be given to the pressing need 
for relief along the lines indicated 1n 
this resolution and the preamble thereto.” 


New York Chapter 
N.A.C.A. 


a “Yor monthly meeting of the New 
York Chapter of the National 
Association of Cost Accountants 

was held in the Chamber of Commerce, 

New York, on the evening of February 19. 


The first half of the meeting was 
devoted to a discussion of “Fire In- 
surance” by G. M. Wynkoop. Mr. 
Wynkoop described in detail the proper 
records necessary to prove losses; the 
relation between book, replacement, and 
insurable values; the relation of the in- 
sured, the broker, and the underwriter; 
and many other phases relating to the 
correcting of waste in case a fire loss is 
sustained. 

In the second half of the meeting the 
fifth of the cost accounting cycle sessions 
—“Distributing the Overhead,” was 
conducted. N. J. Bowne of the De 


Laval Seperator Company, Pough- 
keepsie, N. Y., told ‘(How it should be 
done.”’ A general discussion followed 


which was summarized by C. M. Finney, 
controller of the Worthington Pump 
Corporation. 
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The Use of The C.P.A. 
Title 


Some very interesting and valuable 
information relating to the proper use of 
the title ‘Certified Public Accountant”’ 
is contained in a letter written by L. K. 
Watkins, C.P.A., New York, director of 
the New York State Society of Certified 
Public Accountants, to the editor of the 
Buffalo Evening News. Mr. Watkins 
comments on an item which appeared in 
a recent edition of the ‘‘News.”’ We re- 
produce his letter below: 


February 6, 1924. 


Mr. Edward H. Butler, Editor and 
Publisher, Buffalo Evening News 


“On the first page of the ‘Latest’ 
edition of yesterday’s News, I noticed 
the following paragraph in an article 
regarding an audit of the books and 
records of Commissioner Meahl’s de- 
partment: 


“*The mayor announced that to- 
morrow morning E. E. Frauenheim 
of the firm of Frauenheim & Bren- 
nan, certified accountants, would 
begin a scrutiny of the books. and 
records in Commissioner Meahl’s 
department.’ 


“In speaking of this firm as ‘Certified 
Accountants,’ the News has departed 
from its usual accuracy. The only 
accountants who receive official recogni- 
tion of their professional qualifications 
from New York State are those who, 
having satisfied certain requirements of 
general and professional education and 


of professional experience, and having. 


passed searching examinations, are there- 
upon granted the right under the author- 
ity of the University of the State of New 
York to use after their names the initials, 
‘C.P.A.’, and to be known as ‘Certified 
Public Accountants’. The use of this 


degree by one who has not officially © : 
_ have used their Accountancy knowledge 


received it, is a misdemeanor. 


“The practice of public accounting is 
not restricted to the men who have 
received this degree from the State 
authorities. The degree, is simply a 
testimonial of the State to the effect that 
such men are properly qualified to do 
public accounting work. In fact, any 
man Or woman may today, without 
interference from the legal authorities, 
engage in the practice of public account- 
ing in this state, and give service to all 
who wish it. A great part of the work 
now being done in Buffalo is done by 
accountants who themselves claim no 
right to the use of the term ‘Certified.’ 


“Neither private individuals, partner- 
ships, corporations, nor municipal offi- 
cers are restricted by law to audits per- 
formed by Certified Public Accountants. 
Whether municipal audits should be 
confined to those who have received the 
degree of ‘C.P.A.’ from the State authori- 
ties, is a question of opinion and not in 
any sense of statutory enactment. Asa 
matter, however, of accuracy, as well as 
of justice to those men who by years of 
study and of conscientious effort in 
practice of their profession have secured 
from the State the right to the use of the 
official degree, only those who bear this 


degree should be spoken of as ‘Certi- 
fied’.’’ Yours sincerely, 
L. K. WATKINS 


Mr. Watkins received the following 
reply from Mr. Butler: 


‘Iam in receipt of your letter and 
wish to thank you for the informa- 
tion contained therein.’’ 


Accountancy as 
Related to Engineering 


HE relation of the engineering 

profession to that of Accountancy 

is stated in a letter written by 
Homer S. Pace in reply to an inquiry 
by an engineer of eight years’ experience 
regarding the feasibility of acquiring a 
knowledge of Accountancy to be used 
in connection with engineering work. 
Mr. Pace’s letter, modified for publica- 
tion purposes, is reproduced in part 
below. 

“‘A number of engineers have studied 
Accountancy in Pace Institute during 
the last 15 years; and, so far as I know, 
they have all made good use of their 
knowledge. A number of them have 
become certified public accountants and 
have, in the majority of instances, 
specialized in organization and factory 
work. The constructive side of Ac- 
countancy, and the extension of the 
work to advisory matters in finance, 
appeal more to the engineer than do 
the auditing phases of practice. 

“In other instances, the engineer 
after Accountancy study, and often 
after obtaining Accountancy experience, 
has become the general manager of a 
plant, using his technical knowledge and 
his knowledge of law, accounts, and 
business organization in performing the 
duties of his position. ; 

“Still other engineers have continued 
in practice or in technical positions and 


as a mere adjunct to their other work. 

-“Men with engineering training are 
notably good students of Accountancy 
because of their mathematical back- 
ground, and they are often able to do 
their work with considerably less effort 
than is exerted by students who do not 
have such training. 

“We find that an accountant with 
engineering education and experience is 
able to obtain employment or practice 
with little difficulty. We do not, how- 
ever, find that a man can practice two 
professions successfully at one time. 
For example, if a man is both a lawyer 
and a certified public accountant, he 
should choose one of the two professions 
for practice purposes and use his profes- 
sional knowledge of the profession that 
he does not practice to aid him in the 
work of the profession which he prac- 
tices. One cannot reasonably hope to 
be a successful consulting engineer and 
a successful practicing accountant at 
the same time. The same is true with 
respect to the joint practice of law and 
accounting, or law and engineering. In 
this day of specialization, one is more 
likely to succeed if he limits his field of 
activity and develops especial ability 
in that field.” 


April 


Boston Class Holds 
Annual Dinner 


HAT famous old class of the 

Boston School—E502—held its 

fourth annual dinner and jollifica- 
tion on Saturday evening, February 16th, 
at Young’s Hotel. This class has held 
together in a most remarkable way, and 
there were present at the dinner the 
majority of its original members, its 
instructors, and a few invited guests. 


James H. Kenney, President of the 
class, acted as toastmaster. The guests 
include Francis J. Lally, Resident 
Manager of Pace Institute, Boston; 
Henry J. Bornhofft, C.P.A., formerly 
manager of Pace Institute; Luther D. 
Hill, LL.B., of the law teaching staff; and 
James V. Giblin, C.P.A., of the account- 
ing teaching staff. The program in- 
cluded speeches by the invited guests. 
Entertainment, aside from the humor 
and good sense of the speeches, was 
furnished by Mr. Twombly and Mrs. 


Flynn, with Miss Gertrude Bohlin at the 


piano. 

At the business meeting, the following 
were elected officers for the ensuing year: 
Miss Mary Ennis; President; Miss 
Helene J. O’Malley, Vice President; Miss 
Gertrude P. Twombly, Treasurer; Miss 
Margaret M. Coakley, Secretary; Class 
Historian, Mr. T. F. Hunt. The ladies 
will evidently handle the present and the 
future—only the past will be handled by 
aman. Miss N. Whiting and Mr. J. V. 
Giblin, C.P.A., were elected honorary 
members of the class. 


Plans were made for an outing to be 
held Saturday, June 7th. Mr. Luther 
D. Hill was chosen to act as Chairman of 
the Committee for arrangements. 


Some time we hope to publish a class 
history of E502, in which the noteworthy 
business and Accountancy accomplish- 
ments of the members of the class will be 
recorded. 


From a Reader 


Mr. A. A. Benson expresses his 
appreciation of The Pace Student 
in the following words: 


~“It was in March, 1921, that I re- 
ceived the first copy of your valua- 
ble magazine. As the months wore 
on, I soon came to the realization 
that in its own particular field, The 
Pace Student had no equal. 


“TI have already two bound books 
made up from two years’ subscrip- 
tions of your magazine; with the 
March number of 1924 I shall have 
the third bound edition, so that 
when I desire any information bear- 
ing on Account ancy, whether it 
be in the steamship line or theatre 
business, I can refer to the index of 
past numbers and find the desired 
advice. 


“Every number seems to be 


more interesting than the last. May 
it continue to be so.” 


—— Oe 
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W. T. Woodbridge 


ANY graduates of Pace Institute 
and other accountants will be 
grieved to hear of the death of 

W. T. Woodbridge, which occurred in 
the Presbyterian Hospital, Santurce, 


Porto Rico, on February 7th, last. 


Mr. Woodbridge was formerly asso- 
ciated with Sparrow, Harvey & Com- 
pany, and for several years represented 
thern in their large practice in Porto 
Rico. Later, he started an Accountancy 
practice in San Juan on his own account 
under the firm name of W. T. Wood- 
bridge & Company. Long years of 
arduous practice in the tropical climate 
of Porto Rico evidently undermined Mr. 
Woodbridge’s health. Three years or 
more ago, when the editor of THE 
PACE STUDENT visited San Juan, he 
was cordially received by Mr. Wood- 
brdige, who at that time was in failing 
health. His last illness, however, dated 
from December, 1922. 

Word of Mr. Woodbridge’s death was 
received from Williarn F. Nye, of the 
firm of Robert G. Sparrow & Co., which 
succeeded to the practice of W. T. Wood- 
bridge & Co. Mr. Nye states that Mr. 
Woodbridge’s body was sent to Chat- 
ham, New York, his home town, for 
interment. 

Mr. Woodbridge was a student many 
years ago in Pace Institute, Extension 
Division, and was always active in urg- 
ing sound education upon his juniors and 
upon young men ente1ing business em- 
ployment. He will be remembered as a 
pioneer American accountant in San 
Juan, and he did much to introduce in our 
island possession American accounting 
and business methods. He will long be 
remembered with respect by his clients 
and business associates and with affec- 
tion by his intimate friends. 
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PAUL G. WEINHOLD, a student in 
the Extension Division of Pace Institute, 
has accepted a position as office manager 
with the Reading, Pa. Agency of the 
National Cash Register Company. 


MICHAEL OCHIS, a student of Walsh 
Institute of Accountancy, Detroit, has 
accepted a position with the White Star 
Refining Company, Detroit, Michigan. 
Mr. Ochis is doing special work in the 
analysis of accounts, under the direc- 
tion of Mr. E: S. Mounteer, controller 
of the company. Mr. Mounteer was a 
former student of the Pace Courses. 


THE MEMBERS OF CLASS E502, of 
Pace Institute of Boston, assembled for 
a meeting Tuesday evening, January 
8th, for the purpose of discussing its 
fourth annual ciass dinner, to be held 
shortly. 

The President, Mr. James H. Kenney, 
has appointed Miss Mary A. Ennis and 
Mr. Paul J. Little as a Committee to 
arrange for future meetings and socials. 
It is the plan of the class to meet at 
least once a month. 


ABRAHAM SANDBERG, Pace Insti- 
tute, Boston, has accepted a position 
with Paul Markson, Public Accountant, 
40 Court Street, Boston. 


GEO. J. CORNILS, Jr., Class B4302, 
Pace Institute, New York, has accepted 
a position with Dickson & Eddy, 17 
Battery Place, New York City. Mr. 
Cornils was formerly employed by 
Walker & Daly, New York City. 


JOHN BURLEIN, former student, Pace 
Institute, New York, has accepted, 
through the Pace Agency for Placements, 
Inc., a position of ledger clerk, with the 
Employers Liability Assurance Co., 120 
William St., New York City. Mr. 
Burlein was formerly employed by the 
Reo Motor Car Co., 1709 Broadway, 
New York. 


ARTHUR WOLFORT, former student 
Pace Institute, New York, has accepted 
through the Pace Agency for Placements 
Inc., a position as accountant with the 
Paramount Audit Company, 17 W. 34th 
Street, New York City. Mr. Wolfort 
was formerly employed by the Auto 
Brokerage Co. 
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William Metzel 


NCE more we are called upon to 
record the loss of one of the strong 


and vigorous personalities of our 
school community. William Metzel 
came here from Austria—his native 
country, which had been wrecked by a 
long and devastating war—to be re- 
united with his two sisters from whom 
he had been parted for twenty years. 
A year or more ago he came to the 
Institute with his sister, Miss Emma 
Metzl, for a vocational conference, as the 
result of which he concluded to supple- 
ment his excellent academic and techni- 
cal education by a study of the laws and 
business procedures of his adopted 
country. Last July, having made an 
excellent start in his studies, he was 
attacked by an unusual disease for which 
science apparently could afford no relief. 
A long period of illness ensued, which 
was especially burdensome to one who 
had never before been ill. The staffs 
of three different hospitals, in which 
he was treated with the X-ray, radium, 
and special serum preparations, were 
not able to effect a cure, and he passed 
away on January 7, 1924. 


Mr. Metzel was twenty-eight years 
in the service of the Austrian Govern- 
ment. As his sister states in a note to 
the Institute, ‘che was a great student; 
he loved art and nature; he was a famous 
mountain climber; he was twice dec- 
orated for the budget work he did for 
Austria.’’ His lovable personality will 
linger in the memory of his fellow stu- 
dents and by his teachers, who extend 
to his bereaved sisters, through this 
magazine, their deep sympathy. 


«a 


WILLIAM J. SEMPLE, graduate of 
the Cleveland School of Accountancy, 
conducting Pace Courses, has been 
appointed Director of Finance of the 
City of Cleveland under the new city 
manager form of government. Mr. 
Semple was one of the early students 
at the Cleveland School of Accountancy. 


Annual Banquet 
Pace Club, Boston 


COPLEY PLAZA HOTEL 


Boston 


Saturday Evening, May 3,1924 
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The Sixth Annual 
Banquet — Pace Club 
of Washington 


N Saturday evening April 26th, 
1924 at 6:00 P.M., students, 
graduates, faculty, and _ their 

many guests will meet in the grand 
ball room of the Raleigh Hotel in the 
city of Washington, D. C., to hold 
their sixth annual banquet, given under 
the auspices of the Pace Club of Wash- 
ington. Representatives of the Pace 
Clubs of New York, Newark, Baltimore, 
Boston, and Pittsburgh, are expected 
to attend and say a few words about 
themselves and the activities of their 
respective clubs. 

The address of the evening will be 
delivered by Admiral Hugh Rodman, 
United States Navy (retired) who had 
charge of the American Naval Forces 
in the North Sea during the World War, 
and who was later commander-in-chief 
of the Pacific Fleet. Admiral Rodman 
will tell of some of his personal experi- 
ences while over seas during the last 
war. , 

Mr. Homer S. Pace, one of the found- 
ers of the Pace Institute, will deliver 
an address that will be of great interest 
to all Pace students and graduates, as 
well as to the many guests present. 
Mr. Paul E. Clark, Dean of the Washing- 
ton Pace Institute, will speak on a sub- 


$3.75 


Judge Glenn Willett ~ 


Homer St. Clair Pace 
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ject that will please all students and 
their friends. 

The big-hearted and good natured 
Judge Glenn Willett will again honor 
us with being the Toastmaster for the 
evening; and all are looking forward to 
the many witty, as well as sound words 
that the “Judge’’ will say that night. 


The entertainment will include two 
professional acts and many club songs 
and jests. Novelties of all kinds are 
being arranged by ‘the entertainment 
committee for the amusement of the 
large gathering. Dancing will start 
promptly at 9:30 P.M. and continue 
until midnight. One of the very finest 
otchestras obtainable will furnish the 
music for the event. 


It is expected that the speeches and 
music will be broadcasted from one of 
the large local radio stations. 


The committee in charge of the Sixth 
Annual Banquet is composed of the 
following: Jerome G. Kaufman, chair- 
man, Hampton D. Percy, Mrs. Wilma 
Stewart, Cecil M. Mears, Marjorie 
Chace, M. Harvey Banks, Philip Ber- 
enter, Leon Strauss, James R. Kirkland, 
Miss G. Mattingly, Floyd C. Hedges, 
Julius Sinker, Miss Ann G. Paul, Miss 
Ella Werner, and Miss G. Bearmore. 


Those desiring tickets for the banquet 
are advised to apply to any of the above 
named committee, or to the office at 
Pace Institute, Washington, D. C. 
Early reservations guarantee good seats 
near the speakers table. 


Sixth Annual Banquet 


Auspices of 


Pace Club of Washington 


Grand Ball Room, Raleigh Hotel_ 
Saturday, April 26, 1924 


6 P.M. Sharp 


Speakers 


Admiral Hugh Rodman, U. S. N. (Retired) 


Commander-in-Chief Pacific Fleet, 1919 


Dancing - Club Songs - Novelties - Fun Galore - Frolic 


Tickets obtainable at Pace Institute, Washington, D.C. 


Transportation Building 
Per person 


Toastmaster 


Paul E. Clark 


April, 1924 


Annual Meeting National 
Federation of Pace Clubs 


HE National Federation of Pace 

Clubs will hold their Annual 

Meeting and convention in the 
Oak-Room in the Hotel Raleigh, Wash- 
ington, D. C., at 2:30 P.M., April 26th, 
1924. A luncheon will be tendered the: 
delegates by the members of the Pace 
Club of Washington, D. C. 

Matters of the greatest importance, 
and methods suggested to better the 
Pace Clubs in general, will be discussed,. 
new Officers will be elected for the 
following year. 

Delegates are expected from the fol- 
lowing Pace Clubs throughout the East: 
New York, Washington, Newark, Balti- 
more, Boston, and Pittsburgh. 

Mr. Howard Schnepfe, National Pres-- 
ident, and Mr. Hampton D. Percy 
National Vice-President are in charge 
of the arrangements for the day. 


EDWARD S. RITTLER, an associate 
member of the American Institute of 
Accountants, has recently become asso- 
ciated with G. A. Ruhl & Company, 
accountants and engineers, New Orleans, 
as manager of the accounting depart- 
ment. 

WILLIAM K. DORFMAN, Pace Insti- 
tute, New York, announces the opening 
of his office at 320 Fifth Avenue, New 
York City, for the practice of account- 
ancy. 


$3.75 
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An Appreciation of Elyah Watt Sells 


'; ERE conventions between nations will not 
M. accomplish permanent peace; this must 
come through irrevocable compact pro- 
viding for something substantially effective. I 
believe the solution of this question lies in the 
establishment of an independent tribunal endowed 
with the right to adjudicate international differ- 
ences and provided 
with the power to 
enforce its decisions 
a eae, the an- 
terest of humanity I 
am encouraged to 
present a plan, con- 
vinced of its feasi- 
bility and hopeful of 
its adoption if it 
can have the appro- 
val of our own na- 
tion and a potential 
presentation toother 
nations at the proper 
time.” 

Lhe. foregoing 
words were spoken 
in the course of an 
address to the mem- 
bers of the New 
Work society of 
Certified Public Ac- 
countants on Mon- 
day evening, Janu- 
ary eleventh, nine- 
teen hundred and 
fifteen. They were 
spoken. two years 
and more before our 
entry into the Great 
War and five years: 
and more before the 
discussion with re- 
spect to the League 
of Nations engaged 
the attention of the civilized world. They were 
part of an address 1n which a detailed plan of 
organization was given for the maintenance of 
international peace... The address and plan were 
sent to President Wilson, to the individual mem- 
bers of the Congress, and to the press. 

No one can say what effect this early. and 


original thinking had upon the momentous world 
events that were so soon to follow. Its effect may 
have been great or it may have been negligible. 
Regardless of its actual influence upon world affairs, 
the plan for the maintenance of international peace 
stands as a record of constructive thinking with re- 
spect to the world’s greatest effort to bring its affairs 
| within the rules of 
reason. The record 
remains — the per- 
manent measure of 
the stature of a man. 

Elijah Watt Sells, 
who thus spoke in 
nineteen hundred 
and fifteen, con- 
cluded a lifetime of 
self-giving on the 
evening of the nine- 
teenth of March, 
this year. The brain 
that plarined for the 
welfare alike of alien 
and national pro- 
duces no more; the 
heart that felt for 
generations yet un- 
born is stilled. It 
remains for us, as 
best we can, to pay 
him tribute and to 
recordin? tceple 
phrase his record of 
achievement. 

Men with the 
qualities of great- 
ness think over wide 
reaches, both geo- 
graphically and in- 
tellectually. By rea- 
son of study, obser- 
vation, and experi- 
ence, their minds obtain breadth and charity. 
Such men are not restricted in what they think 
and do by the narrow limits of a local environment. 

Mr. Sells early acquired the ability to think 
broadly as well as specifically. Geographically, he 
worked over wide areas. As a young man he 
served, in various accounting and administrative 
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capacities, in a half dozen or more transportation 
companies that operated in the states west of the 
Mississippi river. He studied the maps as the rails 
crept westward over the prairies of Kansas and 
Nebraska; his mental vision of places and distances 
was reduced to exact knowledge as he performed 
his duties as traveling auditor or as he accounted 
for the rails and ties that were converted into high- 
ways of commerce. He lived at different times in 
Illinois, Iowa, Missouri, Colorado, California, and 
Oregon. He became familiar with the vast stretches 
of the West. His mind broadened by reason of his 
vocational experience and observation. 

The Federal Government, perforce, operates over 
great expanses of territory. Hence, when Mr. Sells 
and the late Charles Waldo Haskins were engaged 
by a joint commission of the Fifty-third Congress 
to revise the accounting system of the United States 
Government, Mr. Sells’ capacity for visualizing 
detail over wide areas was utilized. He approached 
this important work with a breadth of viewpoint 
and an understanding of the needs of the people 
who were to be served. 

Have you noticed in buying a money order that 
the form is torn in such a way as to indicate the 
amount of the order at the left hand margin? 
The slip from which the money order is torn likewise 
indicates the amount for which the money order 
is drawn. This slip is detached from the stub and 
forwarded with the report of the local office to the 
auditing division. This device, originated by Mr. 
Sells’ and later adopted by the express companies, 
made an effective audit of money orders possible, 
and remedied a condition that was causing the 
country great losses. The expedient, while re- 
markable in itself and indicative of Mr. Sells’ 
constructive ability, is of interest here principally 
because it gives evidence of the ability he had to 
plan for a procedure to be used in many thousands 
of distant and unseen offices. 

At the conclusion of the work for the Government 
Mr. Sells was accorded official recognition as an 
expert accountant by the Fifty-third Congress. 
This recognition is unique in that it is, so far as 
known, the only act of Congress of this kind. 

Later, investigative work in behalf of the govern- 
ment in the Philippines still further developed Mr. 
Sells’ world viewpoint. Extensive travel abroad 
gave him a basis for understanding the problems 
of foreign peoples. World affairs and large under- 
takings became to him the commonplace happen- 
ings of a busy life. His youthful vision, seeking 
expansion and attaining its immediate objective, 
at once set new goals for itself. He was always 
developing—he was always essentially young. 

Early in his career, Mr. Sells associated himself 
with men who had vision comparable to his own. 
Mr. Haskins, his original partner, who died in 
nineteen hundred and three, had likewise been 
engaged in railroad work. Naturally enough, Mr. 
Sells’ firm, which has been engaged since eighteen 
hundred and ninety-five in the public practice of 
accountancy, and which is peculiarly an organiza- 
tion expressive of his own views and abilities, has 
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taken on a national and an international character. 
Simply stated, Mr. Sells’ breadth of view culmin- 
ated in his world position in professional Account- 
ancy affairs and in his noteworthy plan for interna- 
tional organization for the maintenance of peace. 

Again and again, Mr. Sells was honored by 
his fellow accountants. He was president of the 
American Association of Public Accountants, the 
predecessor of the American Institute of Ac- 
countants, for the years 1906 and 1907. He served 
the American Institute for seven years as a member 
of its Council and Executive Committee. His 
wise counsel was always sought in all matters of 
moment in the Accountancy societies. For years 
he fostered a plan for the establishment of a social 
club of accountants in New York—a plan that will 
doubtless take tangible form in the future by reason 
of his encouragement and planning. His service 
to his fellows was always characterized by the 
breadth that comes from long experience and work 
activities performed over a wide geographical area 
and a vast range of subjects. 

Mr. Sells early saw the need for professional 
schools of accountancy. In conjunction with his 
partner, Mr. Haskins, and with the codperation of 
the New York State Society of Certified Public 
Accountants, he had much to do with the estab- 
lishment of the School of Commerce, Accounts, 
and Finance of New York University. While he 
has always been particularly interested in the work 
of this school, his encouragement was also cordially 
extended to the schools that came later and shared 
with the University the great task of developing 
the incoming practitioners of accountancy. 

In 1909, Baker University of Baldwin, Kansas, 
which Mr. Sells attended in the academic period of 
his life, conferred upon him the honorary degree of 
Master of Arts. 

In 1916, New York University conferred upon 
Mr. Sells the degree of Doctor of Commercial 
Science, and in doing so, used these words: ‘‘For 
pre€minence in a department of human effort in 
which the prime essentials are accuracy and truth; 
for the prevision which prompted you to secure 
for accountancy academic recognition; for distin- 
guished service rendered to local governments, and 
especially to the government of the United States, 
both at home and abroad.”’ 


For some reason, the recital of a man’s achieve- 
ments, no matter how great the achievements may 
be, does not portray the man as he lived and 
worked. The true picture we must build up, 
imperfectly at best, from the small incidents that 
took place in his daily life. 

For many years Mr. Sells owned a country 
estate, known as Northcastle, near Armonk, which 
consisted of several hundred acres. It was charac- 
teristic of Mr. Sells’ modesty that the estate to 
him was always the “‘farm,’’ and his residence, 
with its great living room, was always the “‘farm- 
house.’’ He took especial pride in a yoke of oxen 
that were used for farm purposes. During the 
last two years of his ownership of this estate, the 
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boy scouts, at his invitation, camped upon the 
shores of his private lake. Mr. Sells often stated 
that his best ideas in accountancy and organiza- 
tion came to him as he was “‘stumbling around”’ in 
the woods. He loved simplicity; he communed 
with nature. 
_ Mr. Sells sold Northcastle and acquired another 
estate near Greenwich, Conn. Here again he 
found the opportunity to refresh himself with 
things natural, with things simple. He added a 
hundred acres 
or more to this 
place in order to 
acquire a beauti- 
ful hemlock 
Taino Creel € 
wanted to 
iaasty Ui D-l ec 
around.”’ . 

Tennis had a 
great attraction 
for Mr. Sells, 
and he contin- 
ued this very 
active sport un- 
til within a year 
of the time of 
his death. Less 
than a year ago 
at Greenwich, 
when early in 
spring the grass 
Onmnis= court 
came into condi- 
tion, he played 
for the last time | 
HisauavoOrite 
game. Itis 
given to few 
thus to maintain 
physical. agility 
in the sixties. 
He was fond of 
playing with a 
partner, a much 
younger man. 
In recent years, 
he often encom- 
passed his part- 
ner’s defeat by 
the use of strat- 
egy, by which he 
more than made 
good his declin- 
ing physical powers. In years gone by he had 
often played with Arthur ‘Ruhl and Richard 
Harding Davis, the newspaper correspondents, and 
with other friends who lived in his immediate 
neighborhood. 

Mr. Sells was much beloved by his neighbors— 
not less by the local farmers and laborers than by 
those who, like himself, owned estates as an 
incident to professional or business life in New 
York. He was more likely to acquire a plot of 
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Mr. Sells as he appeared at work 
(Taken in 1923 expressly for The Pace Student 
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adjoining real estate in order to help a necessitous 
neighbor than he was to acquire it by reason of 
his own needs. He found much quiet amusement 
in things that would have annoyed the ordinary 
man. He was fond of telling how he bought a 
couple of barrels from.a workman in his neighbor- 
hood. He paid for the barrels, and they were 
later delivered. A few weeks later the neighbor 
referred to the barrels that had been delivered and 
told Mr. Sells that he had probably forgotten about 
the matter of 
payment. Mr. 
Sells feigned for- 
getfulness and 
cheerfully paid 
for the barrels 
a second time. 
A few weeks 
later, another 
neighbor, a 
friend of the first 
one; stopped 
Mr. Sells on the 
street and asked 
him if he had 
remembered re- 
ceiving a couple 
of barrels a few 
Wee eK SepitEee - 
viously from 
him. He said 
he disliked to 
speak ofthe 
matter, but he 
imagined that 
Mr. Sells had 
forgotten to pay 
for, the. barrels: 
Nie oellsmex- 
pressed surprise 
and paid for the 
barreismamthird 
time. The kind- 
ness and humor 
of this astute 
auditor, who 
had a remark- 
able memory for 
detailed trans- 
actions, and who 
had brought 
Mma Theyer ae Gie:- 
faulter to book, 
is apparent from 
this incident. He loved his fellow men and even 
found it possible to derive amusement from their 
simple attempts to deceive him. | 
Many persons will wonder whether Mr. Sells 
was able in business as well as in professional affairs. 
We answer yes and no. He had a faith that 
was almost childlike in the theory that broad and 
liberal treatment of another would be returned in 
kind. He believed in casting his bread upon the 
waters, but if it didn’t come back, he didn’t care. 
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He would only cast more bread. That his theory 
was productive is evidenced by the growth and 
standing of the organization of which he was for 
sO many years the active head. This attitude pre- 
vented Mr. Sells from bargaining and trading of 
the ordinary kind. He had a true professional 
dignity. An instance occurred in which his firm 
billed a round amount for a small service that 
required but a few hours’ time. The client pro- 
tested, and Mr. Sells courteously and without 
asperity waived the whole amount and told the 
client that he was more than happy to render the 
small service for which no charge would be made. 
There are other instances of the same kind. He 
could not be small, no matter whether the matter 
was one of charges or of gifts. 

Mr. Sells had a dislike for the limelight, for 
personal prominence. He rarely spoke in public 
unless he had a real message to give. 
modesty, his humility, vanished, and he spoke with 
great earnestness and ability. He had positive 
ideas and convictions, but they were always held 
subject to great charity for the other person’s 
viewpoint. He was unostentatious—he had the 
humility of greatness with respect to his own 
abilities. His personality was genial and lovable. 

Mr. Sells was born in Muscatine, Iowa, March 
1, 1858. He died at his apartment at 1 West 64th 
Street, New York, on March 19, 1924. His wife, 
who was Mabel E. Graves, of Dubuque, Iowa, died 
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in February, 1922. He is survived by two 
daughters—-Mrs. Arthur H. Carter and Mrs. LeRoy 
D. McMorris, and by a sister, Mrs. John H. 
Bovard. Mr. Sells was buried at Putnam Ceme- 
tery, Greenwich, Connecticut, on March 22, 1924. 

Day by day as Mr. Sells went to his work and 
returned home in the evening, it was his wont to 
buy cigars from a man who conducted a small 
tobacco stand. On the day of Mr. Sells’ funeral 
the tobacco stand was closed, and its owner joined 
the great body of men and women—many from 
distant places—who attended the funeral services 
in All Souls Church to pay tribute to the memory 
of Elijah Watt Sells. A small incident you will 
say—this closing of a small tobacco stand. And 
still, it tells more of the kindly character of our 
friend than would volumes reciting the details of 
his professional accomplishments. 

An elder statesman in accountancy has gone to 
his well-earned rest. His wise counsel, his ready 
sympathy, his genial smile, his helpful hand will 
no longer strengthen and refresh us. His rare 
qualities, however, will live long after him through 
the impress he has made upon the hearts of his 
comrades in work and upon that larger community 
which he so long and ably served. We here record 
our respect, our admiration, our love for a noble 
character.—Read to the Members of the New York 
State Society of Certified Public Accountants at a meet- 
ing held on April 16, 1924.—{E DITOR). 


Restrictive Legislation in New York 


An Article by Homer S. Pace, reprinted 
from the Journal of Accountancy 


new status—to a status in which practice, 

in the interest of the public, is forbidden 
except to accredited practitioners. For twenty- 
five years or more Accountancy has had, in New 
York, official recognition of a limited kind. Simi- 
lar recognition has been accorded in the other 
states and in the District of Columbia. The 
practising accountants of the country, during this 
probationary period, have amply justified this 
recognition. by their services ta the public. 


A CCOUNTANCY may soon move forward toa 


We have come now to a time when the public. 


interests and the state of the profession, in the 
judgment of many accountants, justify full pro- 
fessional recognition and standing. They believe 
that the present conditions, under which any 
person, regardless of qualifications, may hold 
himself out to the public as qualified to audit 


accounts and certify statements, are unfortunate — 


and inimical to the interests of the public and of 
accredited accountants. Therefore, the New York 
State Society of Certified Public Accountants has 
introduced in the New York legislature a bill 
which, if enacted into law, will create new standards 
of practice and regulation. 

The first legislation in this country with respect 
to the practice of accountancy, as is well known, 


was enacted by the state of New York in 1896. 
The statute, which was very brief, provided for the 
recognition of practitioners by the issuance of the 
certificate of certified public accountant by the 
Regents of the university, and it conferred power 
upon the Regents to conduct examinations and to 
provide regulations for the issuance of the certifi- 
cate. The original law has been slightly modified, 
but even as amended it does not provide regulation 
that is satisfactory from the viewpoint of the 
public, the Regents, and the accredited account- - 
ants. Notwithstanding this fact,. high standards 
of preliminary and professional education have 
been maintained for a quarter of a century and 
more, and the enforcement of the law has, in the 
main, been satisfactory. The defects have been 
more in the matter of the statute itself than in 
enforcement. | 

From the time of the passage of the original 
law. in 1896 until the present time, 1382 certified 
public accountants have received their certificates 
from the state of New York. These certificates 
have been issued, with the exception of a relatively 
small number issued under an original waiver 
clause, to candidates who have met the high 
academic and professional requirements early 
established by the Regents. A considerable num- 
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ber of the accountants to whom certificates have 
been granted have died, others have removed to 
distant parts of the country, and still others are 
engaged in occupations other than the public 
practice of accountancy. The exact number of 
certified public accountants authorized under the 
laws of New York who are in public practice in 
that state is not definitely known. It is evident, 
however, that the number in actual practice is 
considerably less than the total number to whom 
certificates have been granted. 

During the years in which the law has been in 
force in New York many accountants who have 
not been accredited, either by New York or by 
other states, have developed accountancy prac- 
tices in New York. Still other accountants, ac- 
credited by other states or countries, have. come 
to New York. and engaged in practice. Many of 
‘the latter, until recently, used the title ‘‘certified 
public accountant” or “C.P.A.,’’ indicating the 
origin of their certificates. 
credentials without disclosing their origin. A com- 
paratively recent decision restricts the use of the 
title ‘‘certified public accountant,’’ or the abbre- 
viation “C.P.A.,’’ to those persons who hold 
certificates of certified public accountant issued 
by the state of New York. Similar conditions 
have developed in other states. 

The result of these conditions is that, among 
the large number of accountants holding them- 
selves out to the public as qualified practitioners, 
there are many who have made no adequate prep- 
aration for the work, and there are others who 
are competent to perform the work but who have 
not, for one reason or another, qualified for the 
certificate of certified public accountant under the 
New York statute. No effective control is ob- 
tained over the certification of statements with 
respect to financial conditions and results; and the 
public, which can not be expected to be fully 
informed with respect to the various distinctions 
that have grown up, is more or less confused in 
the matter of determining who is and who is not a 
qualified and accredited practitioner. Many indi- 
viduals and concerns, it is true, are able to make 
their selection of an accountant upon a proper 
basis—they determine, in a particular instance, 
whether the individual holds the certified public 
accountant certificate or is a member of the 
Institute. The public at large, however, is not fully 
informed. As an example of this lack of under- 
standing the New York Times, ina recent editorial, 
referred to the public accountant as a ‘chartered 
accountant,”’ the writer evidently being under the 
impression that the term ‘“‘chartered accountant”’ 
was the accepted and official description of the 
accountant practising in New York. 

For several years the unfortunate aspects of Piece 
conditions have been apparent, and the legislation 


committee of the New York Society of Certified’ 


Public Accountants has from time to time at- 
tempted to obtain legislation that would provide 
for the recognition in New York of all reputable 
and qualified accountants in practice. Many 
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differences of opinion have arisen in the discussions 
that have taken place. The problem, however, 
has been defined and gradually a consensus of 


opinion has been obtained as to its solution. A 


number of bills have been introduced in the state 
legislature without the approval of the Society 
or the Regents, and these bills have been defeated. 
The Society has now finally perfected a draft of a 
bill the provisions of which have been approved 
by representatives of the division of the State 
Education Department which, under the super- 
vision of the Regents, directs the enforcement of the 
laws with respect to the conduct of the profession. 
The bill also has the approval of the New York 
State Society of Certified Public Accountants, 
of many accountants who are not qualified under 
the New. York law, and of many business men. 
The outstanding features of this bill, in its present 
form, will now be discussed. 

The bill provides for the restriction of the public 
practice of accountancy, in New York, to ac- 
countants who hold the certified public accountant 
certificate of the state of New York, and who have 
taken out a license, issued on a yearly basis, to 
engage in practice. The restriction is based on a 
definition of public practice, which has been 
formulated by the committee expressly for this 
legislation, as follows: 

‘“‘“A person engages in the public practice of 
accountancy within the meaning and intent of this 
article who, holding himself or herself out to the 
public as a qualified practitioner of accountancy, 
offers for compensation to perform, or who does 
perform, on behalf of clients, a service that requires 
the audit or verification of financial transactions 
and accounting records; the preparation, verifica- 
tion and certification of financial, accounting and 
related statements for publication or credit pur- 
poses; or who in general and as an incident to 
such work renders professional assistance, in any 
or all matters of principle and detail relating to 
accounting procedure and the recording, presenta- 
tion, and certification of financial facts.’’ 

Any unauthorized person who holds himself 
out to the public as competent and willing to per- 
form the work of a public accountant as defined 


above will be subject to practically the same 


penalties as would be a person who undertakes to 
practice medicine or dentistry without authoriza- 
tion by the state. The Society has been advised 
by counsel that the state may constitutionally 
regulate, under its police powers, the practice of 
accountancy in this manner. Similar regulation 
is found in the engineering bill, which has been in 
effect for a year or more, under which the practice 
of mechanical engineering, civil engineering, and 
surveying, is restricted under severe penalties to 
engineers and surveyors who are licensed. 

The bill gives the Regents authority to issue the 
certificate of certified public accountant, without 
examination, to accredited practitioners of other 
states whose qualifications are satisfactory to the 
Regents; to accountants engaged in practice in the 
state of New York at the time the act becomes 
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effective, who have been engaged in practice for 
three years or more and whose qualifications are 
satisfactory to the Regents; and also to accountants 
who are engaged in practice in New York on a 
staff of an accountant, or firm of accountants, and 
who, for a period of three years or more, have 
been in responsible charge of accounting engage- 
ments. 

Under the foregoing provisions it is expected 
that certificates will be issued, without examina- 
tion, to a large number of qualified and reputable 
practitioners. In this way the number of certified 
public accountants will be largely increased. No 
one can accurately estimate the number, but it is 
within the possibilities that the number of accoun- 
tants thus accredited may reach 2,000 or 2,500. 
The importance, from the practitioner’s viewpoint, 
of a professional body as large as this can be judged 
by a comparison with the number of dentists, 

approximately 5,000, that are now engaged in 
' practice in the state of New York. This large 
number will overcome to some extent the common 
objection that the number of practitioners is too 
small to warrant the giving of restrictive privileges 
—that the accountants are a mere handful of 
practitioners who practice largely through em- 
ployees. 

Many additional provisions that seem necessary 
under the peculiar conditions of accountancy prac- 
tice are included in the bill. For example, prac- 
titioners in other states and jurisdictions are to be 
permitted to handle engagements in the state of 
New York which arise as an incident to their 
practice in other states. Thus, if a public ac- 
countant in Pennsylvania should find it necessary 
to audit the accounts of a branch of a concern that 
was being audited in Pennsylvania, or to undertake 
any other temporary work in New York, he would 
be permitted, under this provision, to do the work. 
It would be obviously unwise and impracticable 
to enact a law that would prevent the free per- 
formance of the accountant’s duties in this manner. 
Such an accountant, however, would not be per- 
mitted to hold himself out to the public in New 
York as an accredited practitioner, and his engage- 
ments within the state must not constitute con- 
tinuous practice. 

The bill contains a provision permitting the use 
of any firm name or style, duly registered under 
the laws of the state. This clause would permit 
the use of a name or style that contains names of 
accountants who are deceased or who are not 
accredited under the state law. The law requires, 
however, that there must be at least one local 
partner who is a New York certified public ac- 
countant, that all local partners must hold certifi- 
cates under the New York law, and that each 
other firm member must be an accredited ac- 
countant in the state or country of his domicile. 

Provision is made for an annual registration fee 
of $2. In each year, in December, the accountant 
who wishes to engage in practice, whether as an 
individual or as a member of a firm, must take 
out a license. The bill provides for the distribu- 
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tion of a list of practicing accountants to the 
individuals authorized to practice, and to certain 
state and county officials. An accurate list of 
all those persons who engage in practice will thus 
be obtained yearly, and the license to practice can 
be withheld from any person whose acts are 
questioned.’ Provision is also made for the 
revocation, under certain circumstances, of the 
certified public accountant certificate. 

It should be understood that the bill as drafted 
may be subject to substantial revision before it 
becomes a law. If enacted in accordance with the 
present provisions, as outlined above, and if the 
essential provisions are upheld by the courts, the 
law will have a far-reaching effect and will estab- 
lish accountancy on a plane almost identical with 
that of the older professions. In the course of 
time, if the law is enacted and proves successful, 
it is likely that similar legislation will be passed 
in other states. 

Many conservative accountants have hesitated 
to advise restrictive legislation, and even yet there 
are many difficult problems that have not been 
completely solved. However, the present condi- 
tions of practice in New York, as far as regulation 
is concerned, are undesirable, the public is not 
properly protected, and there seems to be a demand 
for the better control of the presentation and dis- 
semination of financial facts and information. 

In view of all these conditions, the members of 
the New York Society, upon whom the principal 
burden of shaping this legislation falls, are defi- 
nitely committed to a programme which seeks the 
establishment of accountancy practice on a fully 
regulated and professional basis. They have 
approached the matter in the liberal spirit of 
providing means by which the way will be made 
easy for reputable practitioners to qualify and to 
join their ranks. This step has not been an easy 
one to take in view of the fact that the majority 
of the present practitioners have specifically, and 
in many cases laboriously, met every academic, 
professional and experience requirement that has 
been set by the Regents. They are now willing, 
however, under proper restrictions, to increase 
their number without examination. This privilege, 
however, will be limited to a period of six months 
following the passage of the act, after which no 
one will be able to obtain the certificate in New 
York except by the ordinary method of conforming 
to the academic and professional qualifications 
heretofore established, or by the recognition by 
the Regents of a certificate obtained from another 
state. 

The certified public accountants of New York are 
thus undertaking, in a broad and liberal spirit, 
constructive work based upon long and thorough 


.consideration of all the problems involved. The 


results of their efforts will be followed with great 
interest by accountants throughout this country, 
and throughout other countries as well. A new 
era in accountancy is dawning—the era of a Greater 
Accountancy. 
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Graduation Thesis of Benjamin Penner, Pace Institute, New York 


HE term “Export Procedures,’’ to one who 

has had no connection with the export trade, 

no doubt would portray a great many intri- 
cate problems and details; whereas, to one ex- 
perienced in export trade, the term would portray 
only an amplification of the ordinary domestic 
bookkeeping, together with some dealings in foreign 
exchange. 

There are two divisions in the export trade; the 
first consists of those firms that make manufac- 
tured articles and ship to foreign countries as an 
additional phase of their business; the second 
consists of those who buy and ship merchandise on 
orders received from customers in foreign countries, 
and who get a remuneration, called a ‘“‘buying” 
commission, for the work they perform. The 
second class is the one with which the term exporter 
usually is associated. Inasmuch as we wish to 
study the records and procedures of the latter type 
of exporter, we will eliminate the manufacturing 
exporter from our discussion. 


Customer’s Order 


To get a clear understanding of the methods and 
usages in export accounting, it is necessary to 
trace the transactions to the very beginning—the 
order from the foreign client. The exporter whose 
operations will be considered sends one or more 
salesmen to the country in which he desires to 
open business relations, or he does business through 
an agent, or through agents residing in the principal 
cities of that country. These agents or salesmen 
are provided with complete sets of samples and 
catalogs, through the medium of which they en- 
deavor to secure orders for their principal. 

The order blanks which the canvassers use are 
made out in quadruplicate and provide spaces for 
the order number, date, customer’s name and 
address, credit terms under which the sale is made 
(subject to the approval of the New York Office, 
upon investigation of references, if the account is 
a new one), interest and commission rates, kinds of 
insurance wanted, bank references, and commer- 
cial references. The original of the order is sent 
to the New York Office by the first outgoing mail; 
the duplicate is given to the purchaser; the tripli- 
cate is kept by the agent or salesman; and the 
quadruplicate is sent to New York by the second 
mail. The reason for sending out a second mail 
copy is that, in sending mail from one country 
to another, the letters are more apt to go astray 
than would be the case if mail were sent from one 
domestic point to another; therefore, the precaution 
of sending out two copies by different. steamers is 
necessary. 

When the order reaches the New York Office, it is 
immediately passed on to the administrative de- 


partment for acknowledgment. The Credit De- 
partment then passes on the credit rating and terms 
as outlined in the order, after which it turns the 
order over to the Purchasing Department, which 
has three additional copies made, one each for the 
Shipping, Invoicing, and Bookkeeping Depart- 
ments, the original order being kept by the Pur- 
chasing Department. 


‘Purchasing 


Immediately after the Purchasing Department 
receives its copy of the customer’s order, an analysis 
of the order is made to determine the various manu- 
facturers whose merchandise is wanted by the 
client. Should it happen that no specific manu- 
facturer is named in the order, then it is necessary 
for the Purchasing Department to go into the 
open market and secure bids for the articles wanted, 
the lowest bidder getting the order. The order to 
the manufacturer is made out in quintuplicate; the 
original being sent to the manufacturer, and the 
Purchasing, Shipping, Invoicing, and Bookkeeping 
Departments receiving one copy each. 

Bills are requested from the manufacturers in 
quadruplicate, one copy for each of the afore- 
mentioned departments, the Purchasing Depart- 
ment getting the original bill for verification and 
approval. - This copy is then sent to the Cashier’s 
Department to be vouchered and paid on due date, 
after which it is sent on to the Invoicing Depart- 
ment, the latter thus receiving two copies, one of 
which it sends on to the client attached to the 
original invoice of the exporter. 

After the Purchasing Department has checked 
the manufacturers’ invoices against the orders 
placed and after the orders have been shipped 
complete, the records on the particular order are 
closed and may be filed away, the customer’s 
original order being put into his folder, and the copies 
of the orders to the manufacturers being filed away 
according to the customers’ file numbers in separate 
“copy order’’ folders. 


Shipping 


The Shipping Department (which also acts as 
receiving and warehouse department) receives a 
copy of the order placed with the manufacturer, in 
order that it may know what merchandise is com- 
ing forward, and from whom. The copy is placed 


‘in a “‘pending”’ file until such time as a copy of the 


manufacturer’s bill and advice of shipment are 
received. They then get in touch with the steam- 
ship companies that have steamers sailing for a 
required port, in order to book space for the 

shipment. 
Should it happen that no vessel be leaving for a 
particular port, and should no steamship company 
(Continued on Page 92) 
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A New Status for Accountancy 


CCOUNTANCY is achieving for itself a new 
A status. The act recently passed by the 
New York legislature restricts the public 
practice of Accountancy in New York to certified 
public accountants who have qualified for practice 
under the state law. The law recently enacted in 
Maryland provides for licensing as ‘“‘public ac- 
countants”’ all reputable accountants in practice 
who do not hold the certificate of certified public 
accountant, and restricts practice to the two 
classes of accountants thus accredited. Similar 
laws are pending in other states. The status thus 
being established is comparable to that in law and 
in medicine, and establishes Accountancy for the 
first time upon a full professional basis. The New 
York act is before the Governor for approval. 


The Value of Restrictive Legislation 


ESTRICTIVE legislation in Accountancy 
R will protect the public from errors or mis- 

representations in financial statements 
certified by untrained and irresponsible persons. 
Credit men and bankers, particularly, will wel- 
come a state of affairs in which they may with 
safety assume that the certified statements pre- 
sented for their consideration are signed by duly 
accredited accountants who, in case of error, can 
be held responsible for their acts. The circulation 
of financial statements that bear the earmarks of 
verification but that are without verification’ in 
fact, is an element of danger in any financial 
community. 


The Stabilizing Influence 
of the Technician 


HE technician—the man who deals in specific 

and exact things—be he engineer, chemist, or 

accountant—has a special opportunity and 
duty in these mushy and gossipy days. Let the 
technician urge, at every opportunity, the need 
for exact knowledge and reasonable judgments in 
affairs public as well as in affairs private; let him 
lend his influence against hysteria and all its dis- 
graceful by-products. We need, in our community 
affairs, the cool and precise thinking of the techni- 
cian. 
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Intellec tual Breadth 


PECIALIZATION, my dear sir, may be car- 
S ried too far. True, a business man must 
know his work thoroughly if he would ad- 
vance; but there is reason for him, at frequent 
intervals, to direct his thoughts toward activities 
and interests not intimately connected with his 
own occupation. Think of some of the really 
‘big’? men you have met. Was their conversation 
extended beyond their own business or profession? 
Were they able to exhibit a real, not a stimulated, 
interest in what some one else might be doing? 
Did they give an impression of breadth as well as 
of depth? To all these questions you must answer 
“YVes.”’ : 
Restricted thinking is limited thinking. In 
course of time limited thinking becomes small 
We need mental breathing space, men- 
tal perspective. We obtain both by going far 
afield at appropriate times and on suitable sub- 
The wise man, then, thinks away from his 
daily task as well as toward it. He thus obtains 
cultural benefits, develops societal usefulness, and 
eventually performs better work in his own busi- 
ness or profession. Indulge yourself occasionally 
in an intellectual excursion—avoid the rut of 
restricted thinking. 


Spring—An Opportune Study Time 


PRING is a most favorable time for the em- 
S ployed office man to study. The hard drive 

of taking inventories and of preparing finan- 
cial, profit and loss, and tax statements is over, 
and normal working hours are again the rule. 
There are, however, subtle enemies of good intent— 
the lassitude that comes with the balmy days of 
spring and the call of the links and the stream. 
Be sensible about it—rest and recreate from Satur- 
day noon until Monday morning and take ad- 
vantage of the other evenings and mornings to 
drive ahead your program of self-development 
during the season when the hours are available 
for study purposes. — 


Introspection—a Remedy 


ANDITRY runs riot in our streets—office 
B crime has increased fifty per cent. in five 

years—the armored car is a commonplace of 
modern commerce. Is the moral breakdown con- 
fined to the weak and vicious—the so-called 
criminal class, or would a cross-section of com- 
munity life show that we are slipping all along the 
line? Many keen observers believe that the times 
call for a rigorous self-searching, a moral up- 
bracing on the part of the individual. Perhaps 
in this way we could most effectively check the 
crime wave and restore our life to the order and 
decency of a pre-war day that now seems far 
distant. : 


Do not inhibit a friendly thought—express it! 
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perspective by selling experience. 
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A Short Biographical 
Sketch of William Straus 


Controller of Gimbel Brothers, Inc., 
New York Store 


ILLIAM STRAUS, as con- 
; troller of Gimbel Brothers, Inc. 

New York Store, a unit of 
one of the largest department store 
organizations in the world, holds a dis- 
tinctive position among the executive 
accountants of the country. He ranks 
well up among the Pace graduates who 
have attained distinction in the business 
world. He has mad: good. . 


Mr. Straus was born in New York 
City on January 24, 1890, and received 
his preliminary education at Public 
School 6, graduating from this institu- 
tion in 1902. He continued his educa- 
tion at Townsend Harris Hall and the 
College of th City of New York, com- 


pleting three years’ work at the latter ° 


institution. 

Mr. Straus began his business career 
as an employee of the U. S. Steel Cor- 
poration. He remained in this position 
for four years, and at the end of this 
period decided to broaden his business 
Ac- 
cordingly, he spent a year in selling 
automobile supplies. 

Mr. Straus’ employment with the 
Gimbel Brothers’ organization began 
in 1910, when he accepted a clerical 
position in the invoice department. At 
this time his knowledge of bookkeeping 
was very limited, but by reason of his 
natural abili y as an analyst, he soon 
mastered the many details of his de- 
partment. He made steady vocational 
progress. | 

Realizing that additional training was 
necessary for success, Mr. Straus en- 
rolled in the Pace Course in Accountancy 
and Business Administration, thus cor- 
relating his valuable practical experience 
with the broad but intensive instruction 
received during his evening class and 
Eventually, he became 
controller in title as well as in responsi- 


bility, and today, in this position, he has 


a direct part in supervising a financial 
program that involves the thousands of 
details incident to the conduct of a 
great department store organization. 
To meet and discourse with Mr. Straus 
is indeed a pleasure. He has a ready 
grasp of the many problems that arise in 
the conduct of the department store 
organization. His viewpoint is that of 
the alert and well trained executive. 
He enjoys his work—to use his own 
words, he has ‘“‘an interesting job.’’ 
What is the secret of\ Controller 
Straus’ success? Is it luck or fortuitous 
circumstance? Success in department 
store work does not come by chance or 
good fortune. Results are here - ob- 
tained, if anywhere, by reason of broad 
perspective, technical knowledge, and 
unflagging industry. All these are pos- 
sessed in happy combination by Mr. 
Straus. Years ago he made his plans— 
for years he has energetically pushed 


them along. Today, at the early age of 
34, he enjoys the fruition of worthy 


William Straus 


ambitions. Consistent, purposeful en- 
deavor, not luck or fortuitous circum- 
stance, accounts for Mr. Straus’ achieve- 
ment. His career may well point the 
way up to any ambitious youth who 
reads these lines. 


A Pace Graduate 
Writes from Hawaii 


HE following letter received from 

.E. J. Greaney, of Honolulu, by 

Pace Institute, Washington, con- 
tains many interesting facts pertaining to 
the Hawaiian Islands. Mr. Greaney is a 
graduate of the Institute and was for- 
merly a member of its staff. His letter 
is reproduced in part as follows: 

-‘I received your letter of January 9, 
1924, and also the copy of The Pace 
Student containing Mr. Pace’s very 
interesting address to the New York 
graduates. 

A few of the names of the Washington 
graduates listed in the graduation 
exercises programme were familiar to 
me, as were nearly all the names of the 
faculty and the administration staff. 

It was very kind of you to suggest 
that the readers of The Pace Student 
might be interested in me or my job. 
Everyone who has a bit of the romantic 
or wanderlust in his nature is interested 
in the Hawaiian Islands; but it seems 
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that so much has been said and written 
recently about them, there isn’t much 
that I could profitably write with respect 
to the Islands in general. 

The National Geographic Magazine 
for February contains a most interesting 
article, wonderfully illustrated. I am 
urging all my friends at home to read it. 

Not many people in the East, however, 
realize that the Island of Oahu, the most 
important, but not the largest of the 
group, has a Class I railroad—that is, 


‘one with a gross operating revenue from 


railroad transportation of over a million 
dollars a year. The road has only 160 
miles of track, but it can boast of a 
variety of scenery unequalled by many 
railroads of much greater length. 

It starts at the busy wharves of 
Honolulu’s waterfront; passes through 
the fast-growing industrial district on 
the edge of the city; and crosses the low- 
lying rice fields, where the water buffalo 
is still used as a beast of burden. It 
furnishes transportation to the Pearl 
Harbor Naval Station and to Schofield 
Barracks, two of Uncle Sam’s largest 
defenses on the Pacific. 

One line of the road penetrates the 
fertile sugar and pineapple lands in the 
valleys, and another skirts the seacoast, 
with high mountains within a stone’s 
throw on one side and the ocean with its 
roaring surf and beautiful beaches on 
the other. The end of the road is at 
where the powerful radio 
station that furnishes communication 
with the mainland is located. 

The Company is subject to the rules 
and regulations of the Interstate Com- 
merce Commission, both in regard to 
its accounting and in regard to prac- 
tically every other matter, in the same 
manner as roads on the mainland. 
It has nearly all the problems of a main- 
land road and, in addition, several 
peculiar problems of its own. 

In addition to the railroad depart- 
ment, the Company has a large land 
department. It operates ranches, a 
hotel, and water systems, and it has 
large investments in securities. 

I am assistant to the treasurer of the 
Oahu Railway and Land Company and 
also general accountant of several other 
lesser corporations affiliated with the 
Dillingham interests. The activities 
of the latter corporations include a trans- 
Pacific steamship agency and a number 
of insurance agencies.”’ 


A Correction. 


N the April, 1924 issue of THE PACE 
STUDENT, column two, eleventh 
lire, $190.15+ was stated to be the 

value of a share of the common stock. The 
attention of the editor has been called 
to the fact that an error was made in 
placing the decimal point, and the figure 
should be $19.01+. 


Pace Institute Banquets 


ETAILED accounts of the an- 
D nual banquets to be held at Pace 

Institute, Washington, on April 
26, and Pace Institute, Boston, on May 
3 will appear in the June issue of this 
magazine. 
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A Pace Graduate Visits the South Sea Islands 


Ernest B. Cobb, C.P.A. Writes of a Trip to Papeete 


T does not often fall to the lot of a 
New York accountant to be sent on 
a business mission to the Antipodes. 
So a few years ago, when the opportunity 
suddenly presented itself, I was willing 
to alter my plans for the summer; and, 
instead of attending my class reunion 
at Cornell and witnessing the Intercol- 
legiate boat races on Lake Cayuga, I 
was sailing out through the Golden 
Gate on the R.M.S. ‘‘Tofua,’’ bound for 
the remote island of Tahiti, in the South 
Seas, to wrestle with French bankers 
and officials who make life miserable for 
the New York capitalist doing business 
in the French possessions of the southern 
Pacific. The choppy sea offered no 
pleasant prospects on that cold, grey 
day, as the brown hills of California 
faded slowly from view. Evidently the 
chief steward was well aware of these 
first impressions of his guests and had 
provided everything in his power to 
counteract them. If dining service 
seven times each day, including three 
meals, is an antidote for the blues, then 
our steward was 100@% efficient. In my 
case it. worked well; and within twenty- 
four hours a smooth sea and warm 
breezes made the prospects for a pleasant 
voyage far brighter. 


A perusal of the passenger list showed 
that the greater portion represented 
French officials with their families bound 
for Papeete, Tahiti, the seat of French 
Government in the South Seas. 


A violinist and his wife, from San 
Bernardino, proved to be the only source 
of real entertainment, and the result was 
that they were overworked during the 
entire voyage. A few days on the water 
developed some interesting acquaint- 
ances, among whom were two young 
doctors from Harvard, representing the 
B. P. Bishop Museum of Polynesian 
’ Ethnology and Natural History of Hono- 
lulu, a member of the New Zealand 
Parliament, and a retired merchant of 
Wimbledon, England. Toward the 
close of the fourth day out, however, 
monotony reigned supreme, and it was 
real excitement that seized every one, 
passengers and crew alike, when the 
next morning smoke was séen on the 
horizon, and the word was passed along 
by the wireless operators that a U. S. 
Shipping Board vessel bound from Hong 
Kong to Havana had spoken. All 
eyes followed the speck far out on the 
glassy sea till a real ship took form and 
crossed our bow less than a mile distant 
—a rare sight to travelers in this part 
of the ocean. A batch of news was re- 
layed to us, which was made up prin- 
cipally of recent baseball scores. Within 
a few minutes the vessel had disappeared 
below~-that never changing line of blue, 
and the same dull monotony reigned. 
The following evening a perfectly clear 
sky afforded the diversion of star gazing. 
Just above the horizon the Southern 


The Accountant 
—A World Traveler 


The public accountant is 
the modern soldier of for- 
tune. He fares forth and 
proffers professional aid to 
this needy cause, to that 
distressed business organi- 
zation. He travels far and 
lives on the country. Vari- 
ety is his daily spice. He 


sees much and learns much. 
He looks over the fences 
of narrow environment—he 
gains a national, yes, a 
world viewpoint. 


Ernest B. Cobb, C.P.A. 
is one of the many Pace 
graduates who have gone 
far afield, who have 
broadened their vision and 
increased their usefulness 
by professional service in 
Accountancy He has 
written, in easy and lucid 
style, of recent experience 
in the South Sea Isles of 
romance. We shall pre- 
sent, in a series of articles, 
his travel word pictures in 
the hope that they will 
throw new light upon a 
calling that has a romantic 
as well as a practical side. 
—(EDITOR] 


Cross was a welcome sight to the mari- 
ners as the Polar Star disappeared to the 
north. The countless number of stars 
visible from this ocean waste made one 
wonder if he were in another world than 
that containing the great cities of our 
States, where only the brighter con- 
stellations are visible. 


On the eighth day we crossed the 
Equator, just as the sun sank below the 
horizon in a blaze of color reflected 
gloriously on the huge banks of clouds 
hanging over it. The true spirit of 
Neptune took possession of the ship and 
revealed himself in the dining saloon at 
dinner in all sorts of fantastic costumes 
worn by the passengers. Perhaps the 
best of these was worn by a bearded 
Frenchman, dressed as a Bedouin Chief, 


which breathed the spirit of the anti- 
podal sea of sand in this desert of the 
Pacific. 


After crossing the line, those pas- 
sengers bound for Papeete began to look 
forward to their destination. However, 
the sea revealed nothing to their anxious 
eyes except the gyrations of large schools 
of flying fish disturbed by the bow of the 
speeding ship. These appeared for all 
the world like myriads of tiny airplanes 
coming from nowhere and disappearing 
in the waves a few hundred yards away. 
Three days from Papeete a large bird 
came to rest in the rigging of the ship 
causing speculation as to our distance 
from land; the charts showed none 
nearer than a thousand miles. The fol- 
lowing day two more birds joined the 
one, and all seemed content to stick by 
the ship. On the morning of the 
twelfth day we found the birds had left 
us, and the report went out that land 
had been sighted. Just before lunch 
the glasses revealed a low lying island 
to the westward, which soon took the 
shape of a long sand bar covered with 
tall trees. The ship’s Commander, 
always anxious to please, drew as near 
as safety would permit, when almost at 
our feet lay the Atoll of Tetiaroa, a low 
lying coral reef, circular in form, over 
parts of which the surf was breaking in 
pure white clouds, while other portions 
were covered with tall cocoanut palms. 
The lagoon, which appeared to be about 
a mile in diameter, seemed a mirror 
reflecting the colors of the sky from 
deepest purple to lightest blue. 
whole Atoll appeared like a gem dropped 
from Heaven and presented a sight 
beautiful beyond description, breathing 
the romantic spirit of the South Seas 
and so affected the beholders that appe- 
tites were almost forgotten. 


After a hurried luncheon all hands 
rushed to the rail at the cry of a keen- 
eyed native of Papeete—‘‘Tahiti in 
sight.’’ Tahiti, in outline, appeared like 
a huge cloud rising abruptly out of the 
sea. As it gradually took shape, the 
island reminded me of the rock of Gib- 
raltar, dropped in the midst of the 
Pacific. To the north and west of 
Tahiti rose the island of Moorea, 
smaller, more rugged and jagged than 
its neighbor. However, all eyes were 
centered on Tahiti and the nearest land- 
mark, Venus Point, made memorable by 
the landing of Captain Cook in 1769. 
Our ship was soon lying opposite Papeete, 
a small village (though the largest in the 
Islands) nestling at the foot of jagged 
mountains whose summits were lost in 
the clouds more than 8,000 feet above. 
Directly back of the village ran a huge 
cleft in the rocks as if the mountain had 
been torn asunder by some mighty force. 
Guarding the far end of the cleft rose the 
perpendicular sides of the ‘‘Diadem,”’ an 
isolated double peaked mountain that 
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has never been scaled. Perhaps this 
view, more than any other, has lured 
artists from all parts of the world, for 
there are few ships touching at Papeete 
which do not bring one or more landscape 
painters to this beautifulisland. During 
my month’s stay, there was scarcely a 
day I did not observe a devotee of the 
brush and easel worshipping before the 
shrine of the ‘‘Diadem”’ in the Fautaua 
Valley. 

All too soon the pilot swung into the 
channel, entered the pass in the reef over 
which the waves break continually, and 
dropped anchor in the little Bay of Pa- 
peete, less than 100 yards from shore. 
The Health Officer, the only physician 
in Papeete, seemed in no haste to board 
the ship, and we had ample opportunity 
to view the water front, which by this 
time had taken on a lively appearance. 
The main street of the town, which fol- 
lows the shore, extending in a semi- 
‘circle around the Bay, was alive with 
automobiles, carts, wagons, and human 
beings of all shades, dressed principally 
in white. The carts and wagons, drawn 
by diminutive horses, appeared to be 
vehicles cast off by our own grandfathers. 
I had been told at home that there were 
no animals on the island, and was some- 
what surprised to see these lively, if 
undersized, beasts of burden. All life 
seemed to be converging at the wharf, 
as is always the case on the arrival of 
a ship, which happens not oftener than 
twice a month. Little could be seen of 
the structures of the village, which 
nestles in the midst of orange, cocoanut, 
guava, banana, mangoe, flamboyant, 
and banyan trees and other vegetation 
of tropical luxuriance. 

I was startled from the reverie into 
which this tropical scene had thrown me 
by the chug-chug of a dirty little motor 
boat, carrying a yellow flag held in the 
hands of a swarthy native, which soon 
drew alongside and deposited the fat, 
good-natured doctor on our deck. Pass- 
ports were collected; the ship proceeded 
to the dock and was soon made fast. 
In the meantime, there was real life to 
occupy our attention. The wharf was 
crowded to capacity with the most 
motley throng of human beings imagin- 
able. There were the dusky Tahitians, 
the Frenchmen, with complexions made 
swarthy by long residence in the Tropics, 
the half-castes of all shades of color, the 
yellow men from Japan and China, of 
which there are many in Tahiti, the 
British trader, and the American re- 
cently arrived from the States, besides 
children of all sizes and colors. Every- 
one seemed eager for news of the world 
and appeared at first sight like prisoners 
in exile. 

There was no friendly face to greet 
me as I hurried down the gang plank. 
After a brief examination of my baggage 
by the Customs Inspector, I looked in 
vain for a porter to assist me with my 
luggage, but finally found an automobile 
outside the wharf enclosure into which 
I clambered with my load and ordered 
the chauffeur to drive at once to a hotel. 
We wound through a maze of narrow 
streets a short distance and drew up 
before what appeared to be an outdoor 
eating pavilion. This, I was told, was 
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the “‘Diadem,”’ the best hotel in Papeete. 
I was not impressed, but, nevertheless, 
was disappointed when told by the 
French-Tahitian manager that all rooms 
were occupied. I appealed to my driver 
who seemed sympathetic; after another 
short whirl through narrow lanes we 
came out on the waterfront to what 
appeared like a Front Street abandoned 
warehouse. My driver disappeared, but 
soon returned shaking his head; he was 
followed by a little barefoot Frenchman, 
in overalls and collarless shirt, who spoke 
good English and said I should return 
if I could find no other place. We exe- 
cuted another whirl and drew up before 
an opening in a tall hedge, through 
which I could see a broad porch set 
with tables, surrounding a diminutive 
wooden building. This, I learned after- 
ward, was the ‘‘Tiare Hotel,’’ famed in 
song and story. My driver again disap- 
peared, but soon returned shaking his 
head. By this time it was dark, and 
I began softly to curse the fates which 
had sent me to this inhospitable corner 
of the world. However, I left myself 
in the hands of the dark stranger, who 
returned through the maze to the ‘‘Front 
Street Warehouse.”” My baggage was 
deposited on the rickety front porch, 
and I was shown up stairs to a “‘hall- 
room’’ with no furniture except a stand 
and a dilapidated cot with no covering. 
There was an entrance and exit with no 
doors except of cloth. I was told every- 
thing would be safe there, so trusted to 
fate. I had no French money or small 
change, but the driver readily agreed to 
wait for his fee, knowing full well I 
could never get away from Tahiti 
without his knowledge. 

It was now well past the dinner hour, 
and I had developed an appetite. A few 
minutes walk brought me to the main 
business section of the town with Chinese 
lunch rooms on every corner. After 
inspecting several of these, my appetite 
completely disappeared and I decided 
to fast till daylight. In the meantime 
I met several fellow passengers, who had 
come to Papeete seeking comfort and 
pleasure, and who found themselves 
without a place to lay their weary heads. 
All of these were forced to spend the 
night on the ship. 

In company with a fellow passenger 
who had found a friend and a bed for 
the night, we started out to explore the 
dusky village. A few blocks away from 
the water front found usin narrow streets 
running through trees, vines, and 
shrubbery, which completely hid the 
dwellings. The air was soft and balmy, 
though a cool breeze was beginning to 
make itself felt. Everywhere there 
seemed to be the scent of flowers, sweeter 
by far than any I had observed in Cali- 
fornia, where I had been much impressed 
with the June flowers only two weeks 
previous. In many places strains of 
stringed music came from the hidden 
dwellings, and the sound of soft voiced 
natives singing soothing melodies. I 


breathed deep of the luxuriant air and. 


began to feel the balm of the Tropics as 
I went back to my ‘“‘hotel.”’ 

Fatigued by the tramp through the 
tropical night, I extinguished the oil 
lamp, drew the curtains, and lay down 
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to enjoy anight’s rest. Immediately, I 
found that the condition of my cot and 
mattress gave me the sensation of 
trying to sleep on a small ship tossed 
about on the stormy Atlantic, and I 
wished for my hard bunk on the ‘‘Tofua’’ 
and another night on the Pacific. 
Added to this were the activities of 
myriads of small mosquitoes, which 
covered my skin whenever exposed; the 
following day I learned that no white 
man ever sleeps in Papeete without the 
protection of a mosquito bar. The 
night seemed endless, but dawn finally 
came with the singing, or rather calling, 
of numerous Minah birds, which live 
near the water front and resemble our 
starlings. I stepped out on the back 
porch overlooking a large court with a 
huge cocoanut palm overhanging, laden 
with cocoanuts, and surrounded with 
orange trees and other tropical vegeta- 
tion. The sun was just beginning to 
send its rays over the mountains tower- 
ing above the town in majestic grandeur; 
the clouds of mist lifted as the sun ap- 
peared and revealed the rugged heights 
in all their glory. This is the most 
impressive and dominating feature of 
Tahiti—the ever present towering moun- 
tain peaks, which continually seem to 
recount the fact of the island’s volcanic 
origin. Contemplating the wonders of 
nature manifested in this little island, 
I forgot the discomforts of the long night 
and set forth to explore my new sur- 
roundings. 

Though early on the street, I found 
business in full swing; the Public Market 
had closed for the day, and all the 
shops were open. Nearly all the stores 
appeared like booths at a county fair— 
small, box-like openings in one-story 
wooden buildings set close to the street 
and separated only by wooden partitions. 
Practically all the small shops are run 
by Chinese. The larger houses are 
English or French and carry on all kinds 
of merchandising and trading among the 
islands. The streets were lively with 
automobiles (there are over two hundred 
on the island), horse carts, and bicycles, 
most of the business being done in the 
early morning before the heat of the day. 
I was no more successful in finding a 
restaurant than the night previous, so 
satisfied my appetite with two bananas 
purchased from a Chinese merchant. 

Perceiving that the business day had 
begun, I hastened on to the office and 
factory I had traveled 8,000 miles to 
visit. Here I found Americans only too 
glad to talk to a native of New York and 
to provide all the comforts of life which 
Papeete could offer. I secured a good 
room at a small lodging house facing the 
Bay, conducted by Americans, and 
rested that evening in a first class bed 
covered with mosquito bar, and was 
lulled to sleep by the song of the surf 
breaking over the reef outside the harbor. 

Shortly after my arrival, I called at the 
American Consulate. I found our con- 
sul a very agreeable man, recently 
arrived from Michigan, where he had 


‘practiced law. He spoke French fluently 


and very obligingly offered to assist me 
in registering with the Commissaire 
de Police. . 

(To be continued in the next issue) 
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Export Procedures and Records 


(Continued from page 87) 


be willing to take the merchandise ‘‘on 
dock”’ pending the arrival of the steamer, 
or should it be necessary to repack the 
goods, as is often the case, the mer- 
chandise would be brought into the ware- 
house and would be kept there until 
such time as space is available on an 
outgoing steamer or until the goods are 
repacked. 

The Shipping Department as soon as 
it has delivered the merchandise to the 
dock, advises the Invoicing Department 


Extreme caution must be taken that 
the documents covering a shipment are 
sent off on the steamer carrying the 
goods. The reason for this is that 
Should the steamer arrive at the port 
of destination and the customer be 
without the necessary documents, a 
fine may result. In any case, it would 
be necessary for the customer to file a 
bond before the steamship company 
would release the goods to him, thus 
necessitating further expense. The 


VOUCHER RECORD 


May 


Accounting Records 


We have followed an order from the 
time it was received from the customer 
until shipment was effected, and have 
outlined the procedure followed in the 
various departments through which the 
order passed. 

‘Now, we must study the records of 
the Bookkeeping Department. In this 
department records are kept of all 
details from the time the manufacturer’s 
bill is received until the client has paid 
for the shipment and a remittance has 
been received from the .bank which 
transmitted the funds, and an accounting’ 
has been made to the agent or salesman 
for his commission on the sale. 

To make the study of these records 
easier, we will take them as the trans- 
actions occur, describing each book as 
we reach it. Though we may, in this 
method of study, separate records 
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and gives this department the dock 
receipt which the steamship company 
issues upon receipt of the merchandise. 
If the order has been shipped in full, the 
Shipping Department may file away all 
papers. However, if there is a balance 
to come, this is ‘‘back ordered’’; and 
when the rest of the goods come through 
the process, asabove outlined, isrepeated. 


Form I—Voucher Record 


government, if it did not fine the cus- 
tomer, would alsorequireabond. Often, 
if the order or shipment were a small 
one, the customer would abandon the 
goods entirely. In doing this, the 
customer would create a loss to the 
exporter, unless the exporter’s agent 
acts in time and files the necessary docu- 
ments to secure delivery of the merchan- 
dise. 


CHECK REGISTER 
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Form 2—Check Register 


which are more or less closely related, 
we feel that the system can be better 
understood by studying each record 
as it is used in the ordinary cou of 
the business. 


Voucher Record 


The Voucher Record, as may be 


seen from Form 1, is similar to that used 
by the ordinary merchandising concern, 
with the exception that the columnar 
distribution is somewhat greater, pro- 
visions being made for such items as 
“Ocean Freight,’’ ‘‘Consular Fees,”’ 
“Shipping Expenses,”’ etc., which items 
are seldom found in domestic book- 
keeping records. 


Check Register 


The voucher check in general use 
among exporters is a simple one, showing 
the voucher number, check number, 
date of invoice, gross amount, discount, 
and net amount of remittance, as well 
as the name of the payee and of the bank 
upon which the check is drawn. 

When payment is made for the invoice, 
an entry is made in the Check Register 
(Form 2), in which a record of all pay- 
ments is kept, showing the amount of 
remittance, voucher number, manu- 
facturer’s name, date of check, number, 
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and on what bank the check is drawn., 
Space is also provided for a record of 
all deposits made in the various banks 
in which checking accounts are kept. 
From this record, postings are made to 
’ the Voucher Record, in order to show 
the date when the respective vouchers 
were paid and the amount paid on each. 
In this manner, a check may be kept on 
all unpaid vouchers, and great care 
can be exercised to see that all items 
are paid on due date; and advantage 
can be taken of all cash discounts by 
making these payments on time. A 
listing of all unpaid vouchers will give 
a total which should tally with that 
shown in the Vouchers Payable account 
in the General Ledger, which is the 
controlling account for the Voucher 
Record insofar as liabilities are con- 
cerned. 
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From this folder, entries are made 
into the Sales Analysis Book (Form 3), 
and from the latter book, the items 
are posted into the respective ledgers 
and other records. The Sales Analysis 
Book provides columns for the invoice 
number, date, customer’s name, amount 
of invoice, and for distribution of this 
amount among the various charges 
included in the invoice. A column is 
also provided for the record of the 
creditor’s bills which were included 
in the shipment, as well as the respective 
voucher numbers and amounts; this is 
done so that the proper postings may 
be made to the Voucher Record and the 
taking of a book inventory facilitated. 

For ready reference, when the entry 
is posted to the Accounts Receivable 
Ledger, the invoice number and the 
draft number are entered in the custom- 


SALES ANALYSIS RECORD 
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voice, a memorandum is made on the 
draft stub giving information as to the 
number of the draft, date, amount, 
term, on whom drawn, city, through 
what bank, and what invoice the draft 
covered, as well as the name of the 
steamer on which the shipment was 
forwarded. From this memorandum, 
an entry is made in the Drafts Receiv- 
able Book (Form 4), in which all of 
this information is recorded, as is also 
the maturity date of the draft, and, if 
drawn through a domestic bank, which 
is the. custom, through which foreign 
bank the draft was passed for collection. 
A space is left for an entry to be made 
when the draft is paid, the date of 
payment, whether in full or in part, 
and any sundry remarks. 
It is customary for the exporter to 
get advances from his bankers against 
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Sales Analysis Book 


A loose leaf record of sales is kept. 
This record is composed entirely of 
copies of invoices to clients, which are 
sent to the Bookkeeping Department 
by the Invoicing Department after a 
shipment has been completed. These 
invoices are kept in numerical order, 
the highest number being placed on 
_top. An index is kept for ready refer- 
ence. ° 


Form 3—Sales Analysis 


er’s account, together with the date 
and amount. If no draft is drawn, only 
the date, amount, and invoice number 
are shown in the account. On “open 
account”’ items, it is a custom to figure 
interest on the entire account at inter- 
vals of six months, the interest amount 
being entered in the account through 
the medium of the Journal. 


Drafts Receivable Book 
When the draft is drawn for the in- 


the drafts which he draws against his 
customers, so that he is able to carry on 
a business much greater than his capital 
would permit him to do if no loan were 
given him. The advances given to the 
exporter are usually from 70 per cent. 
to 80 per cent. of the amount of the 
draft. Sometimes, it is necessary for 
the exporter to give a note to the bank 
for the amount of the loan given him. 
A record of these advances is also made 
in the Drafts Receivable Book against 
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the respective drafts for which the 
advance is given. 

From this book, entries are made 
monthly to the debit of Drafts Receiv- 
able Account for the amount of all drafts 
drawn during the month. Credit is 
made to accounts titled Drafts Placed 
for Collection. A separate credit ac- 
count is set up to record the amount 
placed with each bank and a separate 
record is kept in the Drafts Receivable 
Book for drafts placed with each of the 
various banks. 

When the advances are secured by 
the exporter, the entry is made in the 
Cash Receipts Book, debiting Cash and 
crediting the ......-Bank Loan Ac- 
count. At the same time, memorandum 
entries are made in the Advance column 
in the Drafts Receivable Book. The 
entries made when drafts are paid will 
be discussed under the heading of 
Draft Journal. 


Bank | Bank | Bank | Collec- 
Cash A B Cc tion 
Loan Loan Loan Cost 


Cash Receipts Book 


The Cash Receipts Book is the 
ordinary Cash Record, with proper 
columnar divisions to take care of the 
transactions. Additional columns are 
provided for a record of deposits made 
in the various banks. An abstract of the 
deposits made is carried to the Deposit 
columns in the Check Register, so that 
the person drawing the checks may have 
ready reference to the amount on hand 
in each of the banks. 


Notes Payable Record 


It often happens that the exporter 
is unable to meet all of his obligations on 
time, so that he arranges to make pay- 
ments with notes or trade acceptances. 
To keep a record of these deferred lia- 
bilities, a Notes Payable Record, show- 
ing the payee, date of issue, due date, 
where payable, the amount of the note 
or acceptance, and date when paid, is 
kept. This record is more or less of a 
memorandum, the regular entries being 
passed through the Journal, the latter 
record being used in the same manner 
as the ordinary journal in domestic 


Account | Amount tion 
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business, entries being made in the 
same manner. 


Draft Journal 


Practically the only accounting record 
which is not in general use in the domes- 
tic houses, is the Draft Journal (Form 5), 
in which a record is made of all of the 
drafts which are paid. This Journal is 
a daily record of payments received, 
but it must not be thought that it 
supersedes the Cash Receipts Book. 
What this record actually does is to 
amplify the Cash Receipts Book insofar 
as remittances for drafts are concerned. 
For example, when a draft is paid, an 
entry is passed through the Cash Re- 
ceipts Book, debiting Cash for the net 
amount received, and making distribu- 
tion to Drafts Receivable column, one 
of the columnar divisions of the record 
referred to. The entry to Drafts Re- 


DRAFT JOURNAL 


MONTHS ORs. See 1922 
Sundries Ee 
for Date Customer 
Collec- 


Form 5—Draft Journal 


ceivable is not posted; the Draft Journal 
being used to amplify this entry. 

It is customary, when payment is 
received for a specific draft, for the 
bank to withhold the amount of its 
advance before making remittance to 
the exporter. The Bank also deducts 
the charge which it makes for collecting 
the item. These two items, together 
with the amount of cash received upon 
settlement, should make up the total 
amount of the draft, and the corres- 
ponding credit entry would be to the 
Accounts Receivable Account. 

Thus, when the remittance advice is 
received from the bank, the entry is 
made through the Draft Journal, the 
effect of which is as follows: 


CASH. ...... Secu. een xx 
eee BANK LOAN ACCOUNT xx 
COLLECTION |CHARGES.... xx 


To ACCOUNTS RECEIVE- 
ABLE Sie. |. See: le XX 


The debit to Cash from the Draft Journal 
is not posted, it being posted from the 
Cash Receipts Book. 

At the same time entry is made in the 
columns entitled ‘‘Drafts Placed for 
Collection” (debit side) and ‘Drafts 


May 


Receivable’ (credit side). The effect 
of this entry is as follows: 
DRAFTS PLACED FOR COL- 
LECTION,....BANK..... xx 
To DRAFTS RECEIVABLE.. xx 
It will be seen that the debit is carried 
in the Accounts Receivable Account 
until collection is made. Drafts Re- 
ceivable Account, with the debit balance, 
is offset by the Drafts Placed for Col- 
lection Accounts, with credit balances. 
The two latter accounts are memo- 
randum in their nature, since the draft 
is not a negotiable instrument until 
honored by the drawee. Accordingly, 
for balance sheet purposes, the amounts 
as credits in the Drafts Placed for Col- 
lection Accounts will offset the debit 
to the Drafts Receivable Account, and 
the result for balance sheet purposes 
will be nil. The items are shown on the 
balance sheet as accounts receivable, 
and a memorandum is made on the 


Drafts | Accts. Sundries 
Re- Re- Interest 
ceivable | ceivable. 


Account | Amount 


balance sheet to show what proportion 
of the Accounts Receivable is covered 
by drafts out for collection. 

The Invoicing Department, when it 


receives the dock receipt from the Ship-. 


ping Department, immediately makes 
out a Custom House declaration and 
bill of lading covering the shipment. 
The custom house declaration is made 
out in duplicate and is brought to the 
custom house for numbering and signing 
by the customs officials, who keep one 
copy and return the other to the shipper. 
This copy should be attached to the 
bill of lading, together with the dock 
receipt, and must be taken to the 
steamship company several days before 
the vessel sails. The number of copies 
of a bill of lading to be made out varies 
according to the port and country to 
which the shipment is made. The 
steamship company returns a number of 
copies to the shipper, three of which 
must be negotiable and signed by an 
authorized agent for the company. 
For some countries, it is necessary to 
make out either a consular invoice or 
certificate of origin, which must be 
legalized by the consular agent, who 
returns one copy of these forms to the 
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shipper, who, in turn, must forward 
it to his customer. 


Invoicing 

After these formalities have been 
completed, the Invoicing Department 
may proceed with the making of the 
invoice, which includes the cost of the 
merchandise, inland freight, cartage, 
consular charges, marine insurance (also 
theft, and pilferage and breakage, if 
requested by customer), ocean freight, 
and the exporter’s buying commission. 
If the terms of the shipment call for a 
draft, then interest for the period that 
the draft will.run, and banking com- 
mission (bank charges) are also in- 
cluded. The invoice to the customer 
is made in quadruplicate. Two copies 
are sent to the customer, one by first 
and one by second mail; one copy is 
sent to the agent, and one copy to the 
Bookkeeping Department. 

The original invoice (customer’s copy) 
is sent to the Administrative Depart- 
ment, to be signed by the proper official, 
who should write a ‘“‘shipping letter” 
to the customer, advising him the name 
of the steamer on which shipment has 
been made, the amount of the invoice, 
and, if a draft has been drawn, the 
number thereof, at what term it was 
drawn, and through what bank. If the 
terms of the sale were’ ‘‘open account,”’ 
the bill of lading and consular invoice 
or certificate of origin, if there be any, 
are attached to the shipping letter. 
Otherwise, these documents are sent 
to the Bookkeeping Department, to- 
gether with a copy of the invoice, to be 
attached to the draft, which the latter 
department draws, and to be delivered 
by the bank to the customer on accep- 
tance of the draft. ; 

At times it happens that certain drafts 
become uncollectible, due to the failure 
of the client, or for some other cause. 
In that event, an entry is passed through 
the Journal debiting Bad Debts and 
crediting Accounts Receivable. At the 
Same time, an entry is passed through 
the Drafts Journal, debiting the appro- 
priate Drafts Placed for Collection ac- 
count and crediting Drafts Receivable, 
for the amount of the draft. In such 
event, it is necessary for the exporter 
to reimburse the bank for the amount 
of the advance given to him against that 
particular draft. This is done ~ by 
drawing acheck, anddebitingthe...... 

Bank Loan Account and crediting Cash. 


Perpetual Inventory 


Reference to the Voucher Record 
(Form 1) will indicate that there is a 
set of columns entitled ‘“‘Shipped.’’ 
Postings are made to this column from 
the appropriate items in the Sales 
Analysis Record (Form3). Those items 
of merchandise in the Voucher Register 
for which no entry appears in the 
“Shipped”? column, will represent the 
inventory of merchandise on hand. 

In the Sales Analysis Record (Form 3) 
provision is made for recording cost of 
goods sold. When entry is made in the 
Sales Analysis Record, postings of the 
voucher number recording the purchase 
of the goods and the amount (per the 
Voucher Record), are inserted in the 
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“Cost of Goods Sold’”’ column. At the 
end of the month the total of this column 
is posted as a debit to a Cost of Goods 
Sold Account and as a credit to the 
Merchandise Account. The Merchan- 
dise Account is charged with the total 
purchases from the Voucher Register. 

The balance of the Merchandise 
Account will record the value, at cost, 
of merchandise purchased and not 
billed. The detail is made up of the 
items in the ‘‘Merchandise’’ column in 
the Voucher Register against which no 
notation of shipment appears in the 
“Shipped”? column. A schedule is pre- 
pared at the month end of the open 
items in the ‘‘Merchandise’’ column, and 
the total of this schedule is reconciled 
with the balance of the Merchandise 
Account. 

It is to be noted that the same general 
procedure may be used in connection 
with items of freight, insurance, con- 


.sular fees, etc., which have been set up 


in the Voucher Register. A _ cross 
reference of such items in the Voucher 
Register with the amounts billed as 
indicated in the Sales Analysis Record, 
will insure the billing of every amount. 


Miscellaneous Records 


Another memorandum record that is 
kept, is a record called ‘“‘Agent’s Com- 
mission Book.”’ 
record of all orders taken by the respec- 
tive agents, arranged according to 
number, number of the invoice on which 
the order was shipped, actual amount 
of merchandise shipped (on which 
amount the agent receives his commis- 
sion), and whether or not the item was 
finally paid at maturity by the client. 

A record which was not mentioned 
before, but which is in general use 
among the exporters, is the Petty Cash 
Book, which is usually kept on the 
imprest system. Inasmuch as this is a 


book common to all domestic houses, 


we will refrain from commenting thereon. 
The ledgers that are used, are prac- 
tically the same as those used by domestic 
merchants, with the exception that, in 
the Accounts Receivable Ledger a 
double column right and left is kept, one 
column being used for transactions in 
foreign currency and the other in 
United States money. The foreign 
currency transactions are very few, as 
compared with the other transactions, 
but to meet all possible contingencies, 
it is best to have the accounts with both 
columns. 


In this book is kept a - 
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Accounts with agents in foreign 
countries are usually kept in both 
foreign and domestic money. To the 
foreign money columns are posted all 
entries pertaining to transactions taking 
place in the foreign country, conversion 
being made (for record only) at an 
agreed rate of exchange. All trans- 
actions taking place in the States, as 
also all commissions due the agent, are 
posted to the United States money 
column. 

These records take in all of the books 
of original entry used by the exporter, 
though it is possible to use a great many 
others which would amplify those given 
above. If the concern is a large one 
and has many departments, it is possible 
that a complete set of these records 
may be kept for each department, being 
controlled by a master or general set. 


Telephone Switchboard 
Demonstration 


N Friday evening, March 15, in 
the lecture rooms of Pace Insti- 
tute, New York, a demonstration 

of a central office switchboard was given 
by the New York Telephone Company. 

After a few introductory remarks by 
H. L. Wilkins, Public Office Manager of 
the New York Telephone Company, the 
demonstration was carried out by 
Misses Peterson and Mulcahy, experi- 
enced operators of the telephone com- 
pany. These young ladies clearly 
demonstrated the inner workings of the 
central office and traced the various steps 
through which a call must pass after 
being given to the operator by the 
subscriber. They also demonstrated 
and explained the meaning of some of 
the peculiar and unique sounds which 
the phone-user hears in his daily use of 
the telephone. 

To add the human touch to the 
demonstration, Messrs. Allen and Goetz 
acted as subscribers, used the telephone, 
and ably presented the humorous side 
of some everyday telephone conversa- 
tion. 

The demonstration was thoroughly 
enjoyed by the capacity audience which 
filled the assembly room, and was voted 
one of the most interesting demonstra- 
tions ever given at Pace Institute, New 
York. 


THE ANNUAL BANQUET of the 
Baltimore Pace Accountancy Associa- 
tion will be held on May 10, 1924. 


Former Students of Pace Institute, Boston, 
Successful in C.P.A. Examinations in 
Massachusetts 


ORD has been received that the following former students and grad- 
uates of Pace Institute, Boston, were successful in the last Massa- 


chusetts C.P.A. examinations: 


George W. Downie 
Patrick J. Moynihan 
John R. Quint 


Michael J. Fitzgerald 
Tracey W. Omar 
Etta M. Urghart 
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Rules of Professional Conduct 


| Unanimously adopted by the New York State Society of Cer- 
| tified Public Accountants—reprinted in this issue of The 
| Pace Student from a recent News Bulletin of the Society. | 


NOTHER important record was 
written in the history of the 
Society and of the accountancy 

profession in the State when the Society 
terminated its deliberations at the regu- 
lar monthly meetings in January and 
February, by the unanimous adoption 
of an amendment to the By-Laws of the 
Society providing a definite set of rules 
of professional conduct. 

While the high standards of ethical 
practice embodied in these rules have 
long been recognized and generally ac- 
cepted by the majority of the members 
of the C.P.A. profession, and, although 
unwritten, have often served as a basis 
for discipline of members of the Society, 
earlier attempts to crystallize these 
standards into expression in the form of 
an adopted code have been futile. Just 
ten years ago the labors of a committee 
on ethics culminated in actually formu- 
lating a set of rules, which were recom- 
mended for adoption by the Society.. 
But the worthy efforts in this direction 
ended there. It can be said to the credit 
of the vast majority of the members of 
the C.P.A. profession and of the com- 
mittee and officials charged with the 
responsibility of administering discipline 
to members, that high standards of 
ethical practice have been upheld re- 
gardless of the absence of a written code 
of ethics of the Society. 

With the growth of the profession, two 
important facts have pressed the neces- 
sity for the adoption of a definite set 
of rules. In the first place, the large 
number of younger members entering 
the profession has greatly lessened the 
opportunities of personal contact with 
the older members. Inthe second place, 
there has developed an undesirable prac- 
tice on the part of many accountants, 
mostly not C.P.A.’s, who are openly 
disregarding many of the ethical stand- 
ards accepted by the really professional 
accountant and thereby are casting 
reflection on the profession. 

The Complaints Committee was quick 
to recognize this condition of affairs and 
to realize the need of a corrective in- 
fluence, and therefore recommended that 
the Society should have a definite code 
of ethics, which would serve as a guide 
to younger members and thoughtless 
members, and express to all accountants 
and the public a consensus of the Society 
on the ideals which should govern pro- 
fessional practice. The President, in his 
annual report, recommended the ap- 
pointment of a committee on ethics and 
that a code of ethics be adopted. Hav- 
ing been duly authorized by a vote of 
the Board, the President appointed the 
members of the Complaints Committee 
as a special committee to draw up a set 
of rules on professional conduct. The 
rules recommended by the Committee and 
approved by the Board of Directors were 
the rules submitted to the Society in the 
form of an amendment to the By-Laws. 


That the Committee had done its 
work thoroughly, was evidenced by the 
final action of the Society after two 
active sessions of deliberation on the 
rules submitted. Each rule was taken 
up with full and free discussion and was 
approved in final form by more than a 
two-thirds vote of the members present. 
All proposed amendments received full 
consideration. All suggestions com- 
municated by members who could not 
attend were placed before the meeting. 

After all of the rules had been acted 
upon, a resolution was unanimously 
passed February 11, 1924, adopting an 
amendment to the By-Laws providing 
a new by-law, incorporating these rules 
as approved, to be numbered ‘‘XIX”’ 
and providing that the by-law-previously 
designated as number ‘‘XIX”’ be re- 
numbered ‘‘XX.”’ 


By-Law “‘XIX’’ now reads as follows: 


XIX. RULES OF PROFES- 
SIONAL CONDUCT 


(1) The members of the Society should 
carry on their work in a spirit of fairness 
and justice to their clients and the 
public. 

(2) No member should prepare or 
certify any statement containing an es- 
sential misstatement of fact, or omitting 
such a fact as would amount to an essen- 
tial misstatement or would result in a 
failure to put prospective investors, 
creditors, or others on notice in respect 
to a material fact not specifically shown 
in such statement. 

(3) No member should certify to ac- 
counts or statements which have not 
been verified entirely under the super- 
vision of himself or other person repre- 
senting him in conformity with number 
four of these rules. 

(4) No member should allow any per- 
son to practice as representing him who 
is not in partnership with him, or in his 
employ, or who is not a regularly prac- 
ticing public accountant in good stand- 
ing. 


Announcement of the date and other 


details will be made in a coming issue of 
THE PACE STUDENT. 


¢ ANNOUNCE MENT 


The Annual Alumni Banquet for 1924, 
Pace Institute, New York, will be held 
during graduation week in the Fall. 


May, 1924 


(5) No member should directly or in- 
directly allow or agree to allow a com- 
mission, brokerage, or other participa- 
tion by the laity in the fees or profits of 
his professional work; nor shall he ac- 
cept directly or indirectly from the 
laity any commission, brokerage or other 
participation for professional or com- 
mercial business turned over to others. 
as an incident to his services to clients, 
except it be for the benefit of such clients 
and be credited or paid over to them. 

(6) No member should engage in any 
other business or occupation conjointly 
with that of his professional practice in 
such a manner as would be incompatible 
or inconsistent therewith. 

(7) No member should take part in 
any effort to secure the enactment or 
amendment of any State or Federal law 
or of any regulation of any governmental 
or civic body, affecting the practice of 
the profession, without giving immediate 
notice thereof to the Secretary of this. 
Society, who shall at once advise the 
Board of Directors. 

(8) No member should solicit the 
clients of another Certified Public Ac- 
countant of the State of New York, but. 
no member should be denied the right 
to render service to those who may di- 
rectly and specifically request it. 

(9) No member should directly or 
indirectly offer employment to an em- 
ployee of a fellow member without first 
informing said member of his intent. 
This rule shall not be construed so as to 
inhibit negotiations with anyone who, 
of his own initiative or in response to 
public advertisement, shall apply to a 
member for employment. 

(10) No member should advertise in 
a manner detrimental to the dignity or 
other interests of the profession. Mem- 
bers should not publish their professional 
attainments or service through the mails 


or in the public prints, but this shall not 


be construed to prohibit the publication 
of a simple card in directories or other 
public prints, or the dignified dissemina- 
tion by letter, or by printed article, of 
impersonal information of an educational 
character without solicitation of pro- 
fessional practice. The foregoing shall 


not be interpreted as indicating that the 
Society suggests or recommends ad- 
vertising. 

(11) Any member violating these rules. 
shal become liable to discipline under 
the provisions of By-Law XV. ; 
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Internal Revenue Collection Accounting 
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HE question of taxation is one of the para- 


mount questions before our country today. - 


Taxation affects every one indirectly; and, 
since the passage of the Income tax law of 1918, it 
has affected directly a large percentage of the 
population of the country. It is consequently a 


subject of interest to every one, especially at this_ 


time when the Congress is considering a revision 
of the existing law. Taxation also has a direct 
relation to the financial growth and prosperity of 
the country, and thus it is of vital interest to 
students of business and economics. 

inder the existing tax laws, vast sums of money 
are collected each year from the taxpayers of the 
country. The greater part of this money finds its 


way into the United States Treasury through 


collectors of internal revenue, who are charged with 


’ the collection of all Federal taxes and with the sale 


of all revenue stamps. The accounting records of 
a collector’s office and the principles used will, no 
doubt, be of general interest to every accountant 
and student of business. 

The United States is divided into sixty-five 
internal revenue collection districts, with a collector 
in charge of each district. The accounting of a 
collector’s office is on two bases—accounting in 
respect to collections and accounting in respect to 
disbursements. There is no connection between 
the liability of a collector to the government as 
shown by his collection accounts and his liability 
as shown by his disbursing accounts. Each set of 
accounts is complete in itself and has no direct 
connection with the other. -This paper deals only 
with the accounting system of a collector’s office in 
respect to collections. 

In a certain respect there is a similarity between 
the accounting of a collector to the Government and 
the accounting of a branch office to a head office. 
The collector is charged with taxes assessed and 
with stamps received. He is credited with collec- 
tions deposited in Federal Reserve banks and other 
authorized depositaries, with taxes abated, with 
taxes transferred to other collection districts, and 
with stamps returned by him. The excess of the 
charges over the credits is the liability of the collec- 
tor to the United States. The collector must 
account for this amount before leaving office. 


reports. 


The accounts of the collector are audited by men 
from the Bureau of Internal Revenue, Washington, 
at the time of.transfer of the accounts from one 
collector to another, and the liability of the out- 
going collector is reconciled with the balance as 
shown by his accounts. This liability must also 
agree with that shown in the collector’s monthly 
The great variety of taxes assessed by 
the Federal Government, the enormous sales of 
internal revenue stamps, and the thousands and 
thousands of taxpayers, makes the accounting of a 
collector’s office one of the largest accounting 
problems to be found. 


Original Documents 


It will probably be best, in attempting to outline 
and explain the system of accounts used in a collec- 
tor’s office, to begin with the original documents. 
The original documents in the collector’s office are 
the tax returns (Forms 1040A, 1040, 1120, etc.), 
the various bills and notices of demand of payment 
sent out, and orders for stamps. The returns are 
received in the collector’s office, with the original 
payments, on or before the filing date as fixed by 
law. In the case of the income tax, this is March 
15th. In the case of subsequent payments, the 
taxpayer is asked to bring or send the bill which 
is sent out prior to the date the payment is due. 
All sales of stamps are made only on the written 
order of the purchaser. In this way, there is an 
original document on file for every collection, ex- 
cept in the case of some payments received by 
mail. It is the handling of this last class of pay- 
ments which creates one of the problems of the 
collector’s office. 


Blocking and Listing Returns 


As the income tax returns, for example, are re- 
ceived in the collector’s office, they are blocked, 
one hundred returns being put in each block. The 
returns are classified as to the kind of the return, 
all 1040A’s being put in one block, and the returns 
in each other class being blocked together. The 
returns are also numbered, each return of a certain 
kind being given a number, beginning with the 
number assigned to that particular class of returns. 
Thus, all 1040A’s are placed in the 90,000 series. 
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The first block of 1040A returns for the first month 
of the calendar year would begin with number 
90,100 and run to 90,199. The second block of the 
same kind of returns for the same month would 
begin with number 90,200. The same procedure of 
blocking and numbering returns is also followed in 
all other classes of taxes. 


Form 23A. ASSESSMENT LIST 


District: 


Old Bal.| Date Debit Credit | New Bal. | Remarks 


Exhibit I. Assessment List 


At the close of the month, the various blocks of 
returns are listed on Form 23A (see exhibit I), 
which is prepared in duplicate.. Only one return is 
listed on a line. The list shows the taxpayer’s 
name, address, and account number. A list is 
made up for each month of the year, each list 
containing all the returns for that month for that 
particular kind of tax. Thus, there is the January, 
1923, income tax list; the February, 1923, sales tax 
list; the March, 1923, tobacco tax list; etc. There 
are seven different general classes of taxes, and 
there is a tax list for each month of the year for 
each of the seven classes of taxes. 

All postings: to these lists are made with book- 
keeping machines. In the debit column is posted 
the amount of the return, and the payment is 
entered in the credit column. The balance remain- 
ing is posted to the new balance column. 

The lists for each month are bound in books and 
serve the same purpose in a collector’s office as an 
accounts receivable ledger does in the office of a 
trading concern. 

The duplicate list is sent to the Bureau of In- 
ternal Revenue in Washington. There is a “recap” 
sheet, known as Form 23C, for: each list, which 
shows the total of all of the returns entered in that 
list. This total is verified by the Bureau in Wash- 
ington and is certified to by the Commissioner of 
Internal Revenue. When Form 23C, carrying the 
Commissioner’s certification, is received back by 
the collector from the Bureau, the total shown 
thereon is posted to the collector’s general ledger 
and to the sectional-control ledger. These ledgers 
will be explained later. 


Indexing Returns 


At the time the taxpayer files his return, a 
filing card is made out in the collector’s office, 
showing the taxpayer’s name, address, and the list 
and account number of the assessment. These 
cards are filed alphabetically. A new index is 
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started for each year. The card index is used for 
locating the original assessments, and in connection 
with posting all subsequent payments when the 
tax is not paid in full at the time the return was 
filed. It is important that a good card index be 
kept. One of the problems in the collector’s office 
is the handling of unidentified collections, which 
often amount to a million dollars. The collections, 
however, that are never identified are relatively 
small. A good card index is a material aid in 
reducing the unidentified collections. 


Billing Installments 


The assessment lists are used in billing taxpayers 
when the tax is. not paid in full at the time the re- 
turn is filed. In the case of income tax, the tax- 
payer is sent a notice and demand of payment, 
showing the assessment as certified by the Com- 
missioner, the payments and other credits, and 
the balance outstanding. These bills are mailed 
in window envelopes. The list onwhich the assess- 
ment is found and the account number are also 
shown on the bill. 
bring or mail the bill with his remittance. 


Transfer of Ta xes 


One of the items for which a collector is given 
credit, in addition to collections and abatements, 
is taxes transferred to other districts. Taxpayers 
are constantly moving from one state to another— 
filing their returns in one district and making pay- 
ment in another. In such instances, the assess- 
ments are transferred to the districts in which the 
collections are made. On receipt of a collection 
from a taxpayer who filed his return in another 
district, or on receipt of information that a tax- 
payer has moved into his district, the collector 
corresponds with the collector in whose district the 


assessment against the taxpayer was made and 


requests that the assessment be transferred to him. 
The document used in making the transfer is made 
out in quadruplicate. The crediting collector keeps 
the original, forwards the duplicate and triplicate 
to the other collector, and sends the quadruplicate 
to the Bureau in Washington. The charging 
collector keeps the triplicate of the document for 
his files and returns the duplicate to the crediting 
collector. The duplicate of the document is used 


as a supporting voucher for the credit taken in 


the reports to the Bureau. The transfer docu- 
ment (Form 514) shows the taxpayer’s name, his 
old address, his new address, the amount of the 
tax which is being transferred, and any other in- 


formation which might be of use to the charging 


collector. 


The charging collector sets up the tax transferred 
on his current assessment list, but does not include 
the amount in the total shown on the “recap” 
sheet, Form 23C, which is to be certified by the 
Commissioner. In his reports to the Bureau, the 
collector shows the tax’as a separate item from 
the regular assessments. 

(Continued on page 110) 
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Relation of Accountancy Instruction to 
Professional Standards 
By Homer S. Pace, C-P.A. 
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An address given at the Annual Conven- 
tion of the American Association of Uni- 
versity Instructors in Accounting, re- 
cently held at Columbus, Ohio, and re- 
published from the May issue of the 
Journal of Accountancy. 


R. CHAIRMAN and Gentlemen of the As- 
sociation: My conception of the scope and 
nature of Accountancy is, perhaps, not the 

orthodox one. 
discussion of ‘‘The Relation of the Accountancy 
Instructor to the Development of Professional 
Standards in the Practice of Accountancy,” permit 


me to state briefly my own ideas of this new and - 


developing profession. 

Accountancy, to my way of thinking, is the 
response to the demand, on the part of modern 
business, for men and women who are competent 
to construct, to operate, and to advise with respect 
to the administrative methods and procedures used 
in modern organization. These methods and pro- 
cedures include the mechanism of a sound working 
organization; the intelligence or accounting system 
by means of which financial facts are recorded and 
made available for management purposes; and the 
methods and procedures used in financing, in 
employing and managing personnel, and in con- 
ducting other administrative detail, such as credit 
supervision, collections, and correspondence. 

Modern organization has created a demand for 
a technique that is not the technique of the en- 
gineer, who is concerned especially with physical 
plant and equipment—a technique that is not the 
technique of the lawyer, who is concerned prin- 
cipally with legal questions related to organization 
and property rights. It was inevitable that the 
demand for exact knowledge of organization and 
accounting should result in a new profession. This 
new profession, known as Accountancy, is the ac- 
companiment of a new era—the era of organization. 
This profession, now in its elementary stages, is, 
because of our work as instructors in Accountancy, 
very much in our keeping. 

Let me say, further, that Accountancy has a 
private practice, as well as a public practice. A 
person who engages in public practice offers his 
services to clients, on a professional basis, in mat- 
ters of principle and detail that are directly related 
to accounting, financial, business, and organization 
procedures. 

The accountant in private practice, on the other 
hand, makes his services available on a salary 


Therefore, as a preliminary to my | 


basis to a private business organization, to a non- 
profit organization, or possibly to some division of 
government. The duties of the private or executive 
accountant, while directed largely to the same mat- 
ters that engage the attention of the public account- 
ant, are of an operative rather than of an advisory 
nature. 

In engineering we have an analogous condition. 
Many practitioners accept private employment and 
work for organizations on a salary basis, while 
others become consulting engineers and render 
services to clients on the fee basis. The professional 
basis rests upon the technical knowledge possessed 
by the individual, and not upon the- manner in 
which he makes his services available. The time 
will come when, with certain restrictions and dis- 
tinctions, we shall recognize as professional ac- 
countants all those persons who possess certain 
technical knowledge, regardless of whether the in- 
dividual engages in public or in private practice. 
The public accountant, of course, undertakes dis- 
tinctive responsibilities. A way must be found, 
therefore, to make certain necessary distinctions 
between public and private accountants; but this 
distinction can be made without keeping outside 
the pale of professional Accountaney many able 
accountants engaged in private employment. 


Public Practice6f Accountancy 


We have in Aceountancy a profession that is new. 
We do not have the professional incidents of texts, 
schools, and terminology to the same extent as 
we do in the older professions. We have schools, 
but they are in their formative stages and without 
a generally accepted program as to what should be 
included in a professional Accountancy course of 
study. We have books, but they consist, in the 


“majority of instances, of compilations of facts 


rather thar of statements and elucidations of prin- 
ciples. We have a few definitions that are com- 
monly accepted, but we have no professional term- 
inology that is generally used and accepted by 
schools, practitioners, and the courts. We have 
professional societies, but we are still incubating 
new ones and experimenting with many of those 
we have. We are developing ethical standards, 
but we have not yet fully crystallized our practices 
into a definite ethical code. | 

We have available for the development of the 
professional accompaniments of terminology, texts, 
schools, and curricula only three classes of account- 
ants—the accountants in public practice, the ac- 
countants in private practice, and the accountants 
giving instruction. I realize, of course, that many 
of our members (of whom I am one) are engaged 
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in both teaching and practice. Generally speaking, 
however, we have the three distinct groups of 
workers. 

In the group of public accountants, we have our 
greatest repository of facts with respect to public 
practice—facts as to both the constructive and 
the auditing phases of Accountancy. We must 
look to these accountants for information with 
respect to the matters directly related to public 
practice. 

In the group of private accountants, we have our 
greatest repository of knowledge with respect to 
operative details of organization, management, 
and procedure. We must look to these accountants 
for the facts and the sanity that develop from the 
testing of theories in the rugged mill of actual 
business. 

In the group of Accountancy instructors we have 
great potential and developed ability with respect 
to the formulation of a terminology, to the dis- 
covery and statement of principles, and to the 
preparation of acceptable curricula. We must 
undoubtedly look to our teachers, as well as to 
our practitioners, for the discovery and the state- 
ment of principles and for the development of 
texts and curricula. All of this work, however, 
should be based upon an intimate study and a 


thorough understanding of the results obtained by: 


_ accountants who are engaged in the actual private 
and public practice of Accountancy. Care should 
be taken to refine and test the theories developed 
by original thinking by the actualities of business 
itself. 

Many public accountants, it is true, fail to realize 
the potential power .in the hands of our teachers— 
they do not realize that we have in our schools our 
greatest opportunity for moulding incoming ac- 
countants to our standards of ethics and practice. 
Many able accountants give much thought and 
time to the matter of establishing ethical standards 
among practitioners and neglect to give thought 
or time to the teaching of ethical concepts to stu- 
dents whose minds are receptive, and who are 
anxious to have guidance from successful practi- 
tioners. 

Our profession, still somewhat in the apprentice- 
stage of development, does not properly recognize 
or encourage its teachers—those upon+swhom the 
continuity and development of the profession to a 
considerable extent depend. These matters will, 
in due course of time, change as we develop as 
teachers and give evidence that we are capable of 
giving instruction in Accountancy that really pre- 
pares for practice. 

Many of my friends in public practice are 
valiantly striving to overcome as best they can 
the defects in the equipment of the juniors—defects 
caused in many instances by the lack of effective 
codperation between teachers and practitioners. 
My impression is that it would be much more profit- 
able for us, as a general procedure, to go back along 
the line of vocational progress to the professional 
school, and there, at the fountain-head, to take steps 
to insure the inculcation of sound principles and 
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conceptions of practice. More and more attention 
must be given by practitioners to the schools in 
which accountants are trained if we are to save the 
enormous waste of imparting in practice ideas that 


should have been acquired in school. 


Ethical Standards 


What can we do as teachers to help practicing » 


accountants in the important matter of establishing 
ethical standards of practice? First, we must look 
for the most complete and best recognized set of 
ethical rules. We find them, I believe, in the rules 
of professional conduct of the American Institute 
of Accountants. The Institute is our oldest and, 
I presume, our largest national society of practic- 
ing accountants. By dint of a good deal of hard 


work, extending over several years, the members. 
have brought their ethical beliefs into a definite | 


set of rules: The Institute’s code includes, as a 
former president of the Institute, Mr. Carl H. Nau, 
points out, rules dealing with the accountent’s 
duty to the public, his duty to his clients, his duty 
to his profession, and his duty to his fellow practi- 
tioners. 

It is not my purpose to speak in detail of the pro- 
visions of the Institute’s code. Suffice it to say that 
the Institute has accomplished the remarkable task 
(remarkable in view of the relatively undeveloped 
state of the profession) of bringing its ethical rules 
into substantial harmony with the ethical rules of 
professions whose development has extended over 
centuries. 

I am sorry to say that little effort has been made 
by the Institute, so far as I am aware, to encourage 
Accountancy teachers to bring these rules to the 
attention of students. 
dent, in my judgment, should be taught these rules 
as a matter of routine. Entirely on my own ini- 
tiative, the rules of professional conduct of the 
Institute, as well as many historical and other 
matters relating to professional Accountancy so- 
cieties, have been included as a part of the text 


used in the schools with which I am associated. : 


Every student is required to answer in writing 
questions that relate to the ethical standards main- 
tained by the Institute. 
recently added to the code, was thus being taught 
to thousands of students within a few months of 
its adoption. 

Many of the older professions seem to have no 
serious difficulty with respect to ethical problems 


such as advertising. The young attorney entering 


into practice usually possesses, no matter what 
other defects he may have, a proper ethical sense 
with respect to his calling. An analysis would dis- 
close the fact, I believe, that this invaluable pro- 
fessional attribute of the young lawyer is acquired 
from his instructors while attending a school of 
law. The same result is attained. whenever the 
instructors in a school of Accountancy take pains 


to teach their students the ethical procedures of. 


Accountancy practice. 
Teaching of this kind need not be limited to the 
rules of the Institute. 


Every Accountancy stu-— 


The rule on advertising, 


Many interesting phases. 


; 
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of the ethics of the other professions may be 
elucidated. In addition, a presentation of the 
ethical standards of modern business as developed 
and codified by forward-looking business-men’s 
clubs, such as the Rotary, Kiwanis, Civitan, and 
Lion organizations, in conjunction with the study 
of professional ethics, would be of great value to 
Accountancy students. No school can afford to 
neglect so important a topic, and the professional 
societies, it seems to me, should urge such instruc- 
tion upon all Accountancy schools. 


Public Service 


What can we do as teachers to develop a greater 
civic consciousness and usefulness on the part of 
incoming practitioners? The teaching of profes- 


sional ethics is important, but it leads chiefly to 


the protection of. the profession itself. There is 
even a greater need for encouraging accountants 
to seek public service that will enable them to make 
their technical abilities available for community 
purposes. The young attorney, who often has 
plenty of time on his hands, enters gladly into such 
service. The young accountant, on the other hand, 
is likely to be more limited in time, and he is too 
likely to consider his hours of time in the nature of 
a commodity which is to be made available only 
in consideration of his established per diem rate. 


There are many instances, it is true, in which 
accountants have performed notable public ser- 
vices, but this spirit of public service does not often 
show itself in the early years of practice. Many an 
accountant, able enough in practice, never fully 
awakes to the fact that there is a great opportunity 
in local government, and in local philanthropic, 
religious, and social affairs, for him to contribute 
an extremely valuable service. The civic con- 
sciousness of the accountant, particularly the young 
accountant, needs stimulation. In the absence of 
this public service, not only the community loses 
valuable technical help that it needs, but the pro- 
fession of Accountancy loses much of the prestige 
which comes to the other professions by reason of 
the civic activities of their members. 


The Accountancy teachers of the country could 
do more than any other agency to stimulate the 
Civic consciousness of the accountant. . The teach- 
ers are already doing much to encourage their 
students to take an interest in public affairs. Many 
subjects are introduced into our courses of study 
for this very purpose. As a very practical instance 
of this tendency, in New York hundreds of Ac- 
countancy students from various private and col- 
legiate schools were employed at election time, to 
verify the ballot count. In this instance, however, 
the suggestion came from a practicing accountant— 
not from ateacher. It can be shown, incidentally, 
that work of this kind, undertaken in the genuine 
spirit of servicé, not infrequently results in personal 
advantage and benefit to the individual practi- 
tioner. There is no better way for a young pro- 
fessional man to come to the favorable notice of 
his fellow citizens than to render effective public or 
philanthropic service. 
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Many of you know of the action of the American 
Institute, taken at its last annual meeting, for the 
establishment of a Bureau of Public Affairs. The 
plan is to make available to chambers of commerce 
and other civic organizations; to clubs, and to 
various commercial organizations the services of 
members of the Institute for the purpose of speak- 
ing or of rendering advisory services with respect 
to matters of public interest. Speakers will be 
provided on taxation, arbitration, commercial 
fraud, budgeting, and other subjects that are of 
public interest. In addition, the Bureau will pro- 
vide articles on various technical subjects for use 
in trade magazines and other periodicals. The 
whole work is to be conducted as a technical 
Accountancy service for the benefit of the public. 

As a member of the committee which is in charge 
of this new and important division of Institute 
work, I wish particularly to,ask the codperation of 
the instructors present in laying a foundation for 
I ask you to undertake, as a specific 


dents of a spirit of public service. 

We are a great commercial country, possibly the 
greatest. Wemay reasonably hope, it seems to me, 
that many of the master intellects in commerce of 
the next generation will be found within our own 
group of practicing accountants. We may hope to 
have directors of finance and municipal controllers 
chosen, as a matter of course, from our own ranks. 
We may reasonably hope to have a professional 
accountant filling the position of the Director of 
the Federal Budget. We may hope, in due time, 
to have an accountant filling the position of Com- 
missioner of Internal Revenue and others serving 
as members of the cabinet as Secretary of the 
Treasury and as Secretary of Commerce. Why 
not? It is merely a matter of measuring up to the 
opportunities of our calling. 

Our success in attaining these results will depend, 
not so much upon the accountants now in active 
practice, as upon the Accountancy teachers of the 
Busy practitioners are not especially 
concerned with tomorrow or even the day after— 
they are grappling with conditions as they are, and 
their viewpoint in the majority of instances will be 
shaped by the exigencies of the hour. 

The teacher, on the other hand, is chiefly in- 
terested in things more distant. He is fully aware 
that his graduate is not likely this year or the next 
to achieve fame. The teacher believes, however, 
that if the educational equipment of his protégé is 
sound, he and his fellows will carry the profession 
in which they work to new heights. 

To you, the teachers of Accountancy, therefore, 
the accountants must look for the future of the pro- 


. fession. ‘You have in your hands the fate of Ac- 


countancy of tomorrow, the greater Accountancy. 
I trust, therefore, that each one of you will leave 
nothing undone in his particular sphere of work to 
inculcate ethical and civic conceptions that will 
serve to advance the interests of the calling in which 
we are so keenly interested, and of which we are so 
proud—the profession of Accountancy. 
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Annual Banquet, Pace Institute, Washington ie 


tired), personifies technical training, efficient 

organization, and executive decision. Can 
you imagine, in one person, these abilities in the 
happy blend necessary for the successful direction 
of the vast overseas naval energies of this country 
in the Great War? Can you imagine, in conjunc- 
tion with these qualities, the chuckling humor of a 
native son of Kentucky—a humor that relieved the 
tension upon subordinates when nerves were tense 
from the strain of unceasing oversea vigils? If 
you can, you have before your mind’s eye the 
dominating personality of the Pace Club, Wash- 
ington, banquet—-Admiral Hugh Rodman. 

Fitting it was that this fine representative of 
American manhood and efficiency—this great ad- 
miral of a great navy—should bring a message of 
cheer and vigor to the members of the Pace Club 
and their guests who assembled for their annual 
banquet at Hotel Raleigh, Washington, on Satur- 
day evening, April 26th. The address by Admiral 
Rodman was in itself of great and intense interest, 
but the intimate contact with the personality of 
the Admiral meant even more to members and 
guests than his words of wisdom and advice. 

Everything else, as usual, went well with the 
annual banquet function of the club. Doctor Kress, 
of Takoma Park, delivered the invocation. Sen- 
ator Woodbridge N. Ferris spoke briefly, but with 
great force, on the subject of Education. Mrs. 
Ferris, who attended the dinner with her distin- 
guished husband, was given an ovation, but de- 
clined to speak, the Senator quaintly remarking 
that she reserved all her speeches for his nee 
benefit. 

Many other guests well known in the world pf 
affairs were present, among whom were the follow- 
ing: Mrs. Ruby Lee Minar, President of the Sorop- 
tomist Club; Wilbur L. Harrison, Secretary of the 
American Society of Certified Public Accountants; 
Luther F. Speer, formerly Deputy Commissioner 
of Internal Revenue; Judge Michael Doyle; Court 
F. Wood, Principal of the Commercial High 
School; Kingman Brewster, formerly Chairman, 
Committee of Appeals and Review of the Income 
Tax Unit, and formerly an instructor in the Pace 
Courses; Frank A. Linzell, of the Income Tax 
Unit, a former Pace student; Francis Ferber, As- 
sistant Deputy Commissioner of Internal Revenue; 
Charles L. Gable, Assistant Director of the Postal 
Savings, and first President of the Pace Club of 
Washington; Miss Mary A. Tate, Secretary to the 
Public Printer of the United States and Director 
of Welfare, U. S. Government Printing Office; and 
J. L. Minar. 

The guests at the speakers’ table were introduced 
to the banqueters. Mr. John T. Kennedy, attorney 
at law and tax specialist, who lectures on taxation 
in the Institute, and who is dean of the Pittsburgh 


A DMIRAL HUGH RODMAN, U.S.N. (re- 


School of Accountancy, responded to a request for 
a few remarks. Mr. Charles H. Schnepfe, Jr., 
certified public accountant, who is director of the 
Baltimore Pace Institute, and who lectures in 
Pace Institute of Washington, likewise talked to 
the banqueters for a few minutes. 

Many out-of-town guests were present. A large 
delegation, of which Mr. A. P. Rainey was spokes- 
man, was present from the Baltimore Pace Insti- 
tute. Messrs. Myer and Bulin, representing the 
Pace Club of New York, were in attendance, as 
well as Messrs. Beede and Owen, of Boston, repre- 
senting the Pace Club of Boston. Dean Paul E. 
Clark, formerly dean of the Washington School, 
now dean of the Day School Division of Pace 
Institute, New York, was present and made a 
characteristic talk. Mr. Homer S. Pace, of New 
York, spoke briefly on the opportunity for the 
technically trained person to exert a stabilizing 
influence in the present unsettled conditions of 
society. 

The entertainment given by the Jack Mullane 
Theatrical Agency was delightful and was supple- 
mented by music provided by the Lambskin Or- 
chestra, which literally kept the guests on their 
toes a good share of the evening. Many of the 
songs provided for the banquet were the result of 
the efforts of the students. Miss Ella Werner, 
member of the Pace Club and graduate of the 
Institute, awarded books of poetry to Miss Gen- 
evieve C. Bearmore and to Rupert F. Keefe in 
acknowledgment of the services rendered by these 
poet accountants. 

The officers and members of the Pace Club are 
to be congratulated upon the entire program and 
the conduct of the banquet. The officers of the 
Club, together with the personnel of the Banquet 
Committee, all of whom worked untiringly for the 
success of the affair, are as follows: Officers: 
Hampton D. Percy, President; M. Harvey Banks, 
Vice President; Marjorie Chace, Secretary; and 
Mary E. Wilson, Treasurer. Banquet Committee: 
Jerome G. Kaufman, Chairman; M. Harvey Banks, 
Genevieve C. Bearmore, Philip Berenter, Gustav 
J. Eilbert, James F. Ellis, Sara H. Fones, Reginald 
C. Garbee, Floyd C. Hedges, Rupert F. Keefe, 
James R. Kirkland, Marjorie Chace, Gertrude 
Mattingly, Cecil M. Mears, Joseph G. Motyka, 
Harvey R. Oliver, Ann G. Paul, Hampton D. 
Percy, Ellwyn C. Rowe, Julius Sinker, Wilma C. 
Stewart, Leon Strauss, Mary E. Wilson. 

Judge Glenn Willett, Dean of the Law Faculty, 
acted as toastmaster and guided the progress of 
the banquet with his usual skill. The judge is 
both humorous and effective, and his abounding 
personality and his good nature radiate an unusual 
measure of good cheer and happiness. He was all 
there, 200 pounds or more, with his avoirdupois 
quite overshadowed by his wit and humor. 
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A Pace Graduate Visits the South Sea Islands 


of Ernest B. Cobb, C. P.A.— Continued frcm the May issue 


| 

| The second installment of an interesting account of the experiences 
| : 

| 


FTER submitting to a cross ex- 
AN amination by the Commissaire de 
Police, I was given a certificate 
permitting me to visit any district in 
the islands. Our consul seemed anxious 
that I should comply with all police 
regulations at once for the sake of the 
good impression to be made on the 
French officials. He informed me that 
most Americans coming to the islands 
were adventurers or worthless riffraff, 
lured here by the tales of native hospital- 
ity and prospects of an easy living with- 
out labor. They soon become disillu- 
sioned, however, and cause no end of 
trouble for the consul. Another type is 
that of the young American of artistic 
temperament, who becomes enamoured 
of the tropical surroundings and the 
charm of the native woman and re- 
nounces civilization to live a lazy, 
indolent life among the islands. Several 
such cases were brought to my attention. 
The American on his first visit to 
Papeete has much to learn; the language, 
the customs, the money are all foreign 
to him. Although I had had some ex- 
perience among the French of Quebec, I 
found that the experience ‘helped but 
little here. While French is the official 
language, one must know Tahitian and 
Chinese or “Pidgen English” to get 
along well. Of course, I had no difficulty 
because there were a number of Ameri- 
cans and Frenchmen always ready to 
assist me. I had brought with me 
American gold, which sold for 12 francs 
to the dollar, and I soon learned the 
relative values. I was introduced at the 
Cercle Bougainville, the business men’s 
club of Papeete, which the French com- 
plain the Americans have stolen from 
them, and the Cercle Francaise, the 
official French club, to which most 
American business men also belong. The 
former is near the water front and is 
the rendezvous of all ships’ officers and 
traders, while the latter is located among 
the luxuriant tropical settings of the 
French Government houses. Either 
club furnishes an ideal place to spend 
tre hot mid-day hours, sipping cool 
drinks and listening to tales of the sea 
and the far away islands, or to the 
Frenchmen’s tales of conquest in the 
South Seas. The Bougainville has care- 
fully preserved a wooden partition 
pierced by a five-inch shell from the 
German cruiser ‘““Moewe,’’ which bom- 
barded Papeete and sent the inhabi- 
tants fleeing to the mountains. The 
French relate with pride how they drove 
away the monster with a few well 
directed shots from their little fort above 
the town—not, however, until much 
damage had been done—and they cele- 
brate the event in holiday fashion each 
year. 
Nothing flattering can be said about 


the hotels in Papeete. The ‘‘Diadem”’ 
furnishes fairly good meals, if ordered 
in advance, and can mix a cocktail of 
fourteen different ingredients which, 
to the person who enjoys this beverage, 
takes the joy out of life forever after 
his return to the U.S. A. The ‘‘Tiara,”’ 
named after the native flower, furnishes 
good meals sometimes, but it is often 
frequented by the lower class of natives, 
who make life unbearable for the 
stranger. 

I soon became accustomed to the 
daily routine of Papeete life, which is 
naturally slow and easy going. By 
taking my dinners first at one hotel, 
then the other, with morning coffee in 
a good Chinese restaurant, and breakfast 
at eleven with friends, I fared well 
enough for a month. The natives, who 
formerly lived entirely on fish, which 
are taken in abundance from the waters 
of the Bay, wild vegetables, cocoanuts, 
and tropical fruits, have now become 
accustomed to American canned goods, 
which are supplied by the traders and 
retailed by the Chinese throughout the 
islands. There is always plenty of fresh 
meat—beef, veal and pork, The animals 
are either raised on the island or imported 
alive. The animals are slaughtered one 
day, and the meat is consumed the next, 
since there is no refrigerating plant in 
Papeete. Vegetables of all varieties are 
now grown in Tahiti by Chinese farmers, 
though they do not have the flavor of 
those grown in the temperate zone. The 
natives prove themselves very good 
cooks when tutored by the American 
housewives in the island. As it was mid- 
winter (July) at the time of my visit, 
many of the native fruits, such as 
mangoes, alligator pears, poi-poi, and 
bread fruit, were out of season. How- 


-ever, there was an abundance of bananas, 


oranges, and the fei, all of which grow 
wild throughout the island. The fei, 
in appearance like the red banana, tastes 
more like a sweet potato and is very 
palatable when served with a native 
sauce made from tne milk of the cocoa- 
nut. 

There are few pretentious residences 
in Papeete, these few being built on the 
style of the California bungalow, and 
inhabited by French and Americans. 
The natives live in small houses, built 
of plain boards and covered with gal- 
vanized iron or thatched with cocoanut 
leaves. Those near the beach are set 
on posts which are covered with tin to 
keep out the rats and land crabs, which, 
near the water front, fill the ground with 
holes and act as scavengers. The crabs 
are weird looking creatures, sometimes 
as large as six inches in diameter, and 
appearing like moving skeletons; a num- 
ber moving at once produce a sound 
like the rattling of dry bones. In the 
country districts the native hut is usually 
built of bamboo poles thatched with 
palm leaves. There are few doors or 
windows, as it is never necessary in this 
balmy climate to close the house. 

Sunday is Papeete’s greatest market 
day. Early on Saturday evening natives 
begin to arrive laden with baskets and 
strings of fruit and vegetables. They 
sleep on the floor of the market or on 
the ground nearby. Long before sunrise 
the butcher and the fisherman arrive 
and put their goods on display. I was 
on the scene before daylight and found 
the marketplace filled with a good- 
natured, chattering crowd. Except for 
the color and language of the people, 
it differed little from the public markets 
in our own cities. ! 


The Tropical Coast of Tahiti 
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On further investigation, however, I 
found few articles on the stands to re- 
mind me of home. True, there were the 
meat stands, but with no familiar cuts, 
and the fish stands—but what a contrast! 
Here were strings of small fish, bright 
red in color, others of bright blue, and 
still others of variegated colors in 
circular formation which reminded one 
of the human eye. There were vegetables 
looking like huge potatoes, tropical 
fruits of many varieties, either in strings 
or in baskets woven from a single palm 
leaf. Native or Chinese women presided 
over many of the stands, with their 
oftsprings sleeping soundly underneath 
the counters. Purchases were made 
quickly, and attention was then given 
to greetings and chatting with friends. 
It seemed like one huge family together 
for a holiday. I was afterward told that 
the market is the only means of spread- 
ing news in Papeete and is termed the 
““Market Radio,’’ because of the speed 
with which news travels after the market 
hour. Shortly after day had dawned, 
all were homeward bound or crowding 
the Chinese lunch rooms, and the 
market place was deserted. 

Many times, as I leaned against the 
rail of the ship, gazing out over the 
mirror-like surface of the Pacific, I felt a 
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desire to swim in its waters. That 
desire was abundantly gratified on this 
warm Sunday. We drove five kilometers 
through groves of cocoanut, bread fruit, 
and mangoe trees to a beautiful beach 
where a break in the reef allowed the 
waves from the open sea to break on 
the sand. Some of our party wore bath- 
ing suits—others wore the native 
‘“‘pario,’? which consists of a bright 
colored cloth wound around the hips 
with the,end dexterously caught under 
to hold it in place. This is the only 
garment worn by the natives while 
fishing or working on the beach. The 
water proved ideal for swimming—much 
warmer and more buoyant than the 
waters of the Atlantic. Swimming 
beyond the surf is dangerous sport, 
however, as one must continually watch 
for sharks, which frequent these waters.’ 
Riding on a surf board in native style 


is good sport and can be enjoyed for 


hours at atime. As the sun was sinking 
in glory beneath the waves, we sat on 
the beach and enjoyed a picnic lunch in 
true American style, then talked and 
dreamed until the moon rose over Point 
Venus and flooded the cocoanut groves 
and the calm sea with its silver light. 

We drove out of Papeete one morning, 
following the only road around the island 
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to the westward. On our left were the 
everchanging rocky ridges towering 
above; on our right was the foam- 
covered reef, and across the channel, 
the jagged peaks of Moorea pierced 
the clouds. We drove rapidly on over 
a well macadamized road, through co- 
coanut plantations, with pretty dwell- 
ings half hidden among the foliage; 
through long lanes of tropical trees, 
which at times shut out the sun; now 
across an alluvial plain, whose rich, dark 
soil gave an abundant return in vege- 
tables to the thrifty Chinese farmer; 
now over a small hill with the open 
Pacific stretched at its foot, and the 
ruins of an old French fort on the ridge 
above. 

Through another cocoanut plantation 
we sped, where the copra was spread on 
long wooden racks to dry in the sun; 
through a long shady lane overhung with 
banyans and bordered with hedges of 
coffee and flowering habiscus, past chil- 
dren straggling along the road, some 
naked, some dressed only in a shirt. 
Here and there native women washed 
their clothes in a brook, while others 
searched the stream for eels and shell 
fish. Thirty kilometers from Papeete, 
we left Moorea behind and came out on 
a broad open plain with sugar cane 
growing on either side. At the base of 
the mountain stood the sugar mill, its 
wheels driven by the rush of the water 
from the heights above, busily grinding 
the cane and producing the finest sugar 
in the world. Crossing the plain, the 
road ran close to the shore, revealing a 
beautiful little island hard by, and in 
the distance the lofty peaks of Little 
Tahiti, connected with the main island 
by a narrow neck of rock sometimes 
submerged in the sea. We were loath 
to turn back, but duty called, and we 
headed for Papeete. The beauties of 
this drive, preserved to some extent by 
the aid of my camera, were indelibly 
stamped upon my memory. 

The Tahitian is not inclined to be 
physically active; neither is the white 
man after living a few months in Pap- 
eete. Few people walk; they either 
ride bicycles or journey around town 
in carriages or automobiles. Therefore, 
when I proposed a Sunday tramp to the 
Fautaua Falls, a rough trail several 
kilometers long up the Fautaua Valley, 
it did not meet with much enthusiasm. 
I finally prevailed upon three others, 
Americans good and true, to accompany 
me, and we set out at daybreak, carrying 
light lunches and my trusty camera. 
We were taken by automobile as far as 
the trail would permit, but the real 
climb was then before us. We soon 
entered the valley, walled in by perpen- 
dicular rocks, of which we caught 
glimpses now and then through the dense 
foliage. Emerging from a group of 
mangoe, lime, and orange trees through 
which the trail ran, we stood again and 
again in silent rapture at the over- 
powering scene before us. Directly 
ahead the ‘‘Diadem”’ reared its majestic 
head, now crowned with -fleecy clouds 
through which the sun peeped, and on 
either side sheer walls of rock rose hun- 
dreds of feet toward the heavens. 


[To be concluded in next issue.| 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 
deemed to be of general interest to readers of The Pace Student. A communication, in order to 
receive attention, must contain the name and address of the person asking the question. 


RETAIL concern makes a sale of a number 
ye of articles at a given price, and after the 

sale is made, a certain article is given the 
purchaser gratis: e.g. 


is Parlor suite 6) onc. sss Doe ee DUO EOO 
1 Bedroom suite........ 350:00 
We OEY ORO ee 100 .00 
$950.00 
Tt Chair: freeg ii. s é<4'. Res ce ee oe eee 
$950.00 


How would you advise us to set this up on the 
books? 
Answer: 

Entry should be made in a regular way for the 
selling price of the merchandise: thus: 


CASH (or CUSTOMER if a credit 

sale): Aeurtabee 614k eee $ 950.00 

To SALES 4.43195. os Sees $ 
For sale made. . 


950.00 


If an Inventory Account is maintained, record- 
ing the value of inventory on hand, further entry 
would be passed charging Cost of Goods Sold 
Account and crediting the Inventory Account. 
If the selling price of the merchandise which is 


given to the customer gratis is actually included 


in the total selling price, even though it may not 
show as a specific item, then the amount credited 
to Inventory Account and debited to Cost of 
Goods Sold Account will include the cost of mer- 
chandise given away. If, however, the merchan- 
dise given gratis is a real gift, made possibly for 
the purpose of inducing sales, then Cost of Goods 
Sold Account would be debited with the cost value 
of the merchandise actually sold, and an account 
named to indicate the purpose of the gift would be 
debited for the cost value of the free merchandise. 
If the purpose is to induce sales, the account might 
be designated “‘Cost of Merchandise Given Gratis 
as Sales Inducement.”’ 

At the time of closing the books the account 
recording the cost of the merchandise given gratis 
would be closed out into the Profit & Loss Account 
as an expense, and on the Profit & Loss Statement 
it would be classified as a selling expense.. The 
Sales Account and the Cost of Goods Sold Account 
would be closed out into Trading Account, if a 
Trading Account is set up at the time of closing, 
or directly into Profit & Loss Account, if no Trading 
Account is set up. 

In the event that an Inventory Account re- 
cording the day-to-day value of the merchandise 
on hand is not maintained, the sale would be 
recorded by a debit to Cash Account or to the 
customer’s account and by a credit to Sales Ac- 


count, as in the preceding illustration. If the 
value of the free merchandise is actually included 
in the selling price of the remainder of the mer- 
chandise, although not specifically so shown, then 
no further entry would be required. If, however, 
the merchandise given gratis is actually a gift, then 
the expense account previously mentioned would be 
charged, and credit would be made to an account 
which might be designated ‘‘Merchandise Given 
Gratis Account.”’ 

At the time of closing the books the account re- 
cording the debit (Cost of Merchandise Given Gratis 
as Sales Inducement) would be closed out into 
Profit & Loss Account as an expense, as in the pre- 
ceding illustration. The Merchandise Given Gratis 
Account (with a credit balance) would be closed 


out into Trading Account, if a Trading Account © 


is set up at the time of closing, or into Profit & 
Loss Account, if no Trading Account is set up. 
It is in effect an offset to the combined amount of 
Opening inventory plus purchases. Thus, if the 
opening inventory had been $20,000.00 and the 
purchases $100,000.00, the total value of mer- 
chandise available for sale and other purposes 
would be $120,000.00. If merchandise of a value 
of $2,000.00 had been given to customers, the 
net difference, $118,000.00, would represent the 
merchandise available for sale. From this figure 
of $118,000.00 would be deducted the amount of 
closing inventory, and the resultant figure would 
be the cost of goods sold. 

In the event that the gift is considered as a sell- 
ing expense the expense account should be charged. 
and the Inventory Account of the Gratis Mer- 
chandise Account should be credited at cost value. 
Occasionally, seluing price value will be used, but 
if selling price value is used, then there will be a 
distortion in the amount of expense and in the 
cost of goods sold in that the amount used would 
include a profit write-up. . 

HE following conditions exist in connection 

with the corporation by whom I am em- 

ployed. The corporation was capitalized 
for $50,000.00. The cash was paid in, and shares 
of stock were issued. The corporation then took 
over a going concern and paid $35,000.00 in 
settlement of the purchase obligation. 


The former owner had, according to his Balance - 


Sheet at the time of the sale, assets and liabilities 
as follows: Plant & Equipment (cost value less 
depreciation), $19,500.00; Inventories (valued at 
cost or market, whichever was lower), $7,100.00; 
Accounts Receivable (including miscellaneous items 
as well as customers accounts), $4,750.00; Cash, 
$1,175.00. His liabilities consisted of $6,225.00 of 


ee 
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Accounts Payable (including miscellaneous liabi- 
lities). He did not turn the cash: over.to the 
corporation but did turn over the remaining assets, 
and the corporation assumed the liabilities. 

The entries to record the sale on the books of 
the individual were as follows: 


BLANK CORPORATION, 


VESTS #6 J TR a $35,000.00: 
ACCOUNTS PAYABLE......... 6,225.00 
To PLANT AND EQUIPMENT. $19,500.00 
TNMEEIN TORIES 3 oa ks. 7,100.00 
ACCOUNTS RECEIVABLE. 4,750.00 
PROFIT &LOSS . 9,875.00 
For sale of business to Blank ioe: 
USES SD Oe nc a a $35,000.00 
ToBLANK CORPORATION 
WAIN IG IS Sars Yo 8h. 3 ove cig oid bod $35,000.00 


For receipt of cash from Blank 
Corporation in liquidation of pur- 
chase obligation. 


The vendor then closed out his books by trans- 
ferring the Profit & Loss item of $9,875.00 to his 
Capital Account. He further débited his Capital 
Account and credited the Cash Account. This 
closed out his books. 

On the corporation’s books the transactions were 
recorded as follows: 


CAS Pisetee fi. alas Tox, chats ey ems 


$50,000.00 
$50,000.00 


For issuance of capital stock to 
incorporators. 


PLANT AND SUNDRY ASSETS. . 
To ACCOUNTS PAYABLE... 
BLANK, VENDOR......... 


For assets acquired and _ liabilities 
assumed in connection with the 
purchase of the business for- 
merly conducted by Blank. 


41,225.00 
6,225.00 
35,000.00 


BHA rmeNDOR 2... eS 8: 35,000:00 
tio) ae i eg 
For liquidation of purchase obliga- 
tion. 


35,00.00 


PLANT &EQUIPMENT......... 
Lg GEES NG) 54 OE SAS ee 
ACCOUNTS RECEIVABLE...... 
RACH OMMVY Bids ath. ees alse cs es 
To RESERVE FOR ACCOUNTS 

RECEIVABLE... 

PLANTS AND SUNDRY AS- | 

BORE SS ae Yeats oie aye lo Nee 


For distribution of asset values ac- 
quired from Blank Vendor in ac- 
cordance with appraisement. 


22,500.00 
7,100.00 
4,750.00 
7,350.00 


475.00 
41,225.00 


It is not clear to me why the items of assets set 
up on the corporation books should not be the same 
as the values as at which they were carried on the 
books of the former owner, nor can I see wherein 
Good Will should be considered. Will you please 
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explain the justification for the entries which I 
have cited? 


Answer: 


Apparently the vendor had paid nothing for the 
Good Will, as no Good Will Account appeared on 
his books prior to the sale. He sold the Good Will 
for $9,875.00, hence this amount is a profit and 
was credited to Profit & Loss Account. Another 
way of treating the matter would have been to 
debit Good Will Account for $9,875.00, and to 
credit Profit & Loss Account for the same amount 
a procedure that would set the Good Will up 
onthe books. The credit for $9,875.00 made when 
the business was sold would then be passed to the 
Good Will Account and not to the Profit & Loss 
Account. 

The purchaser corporation paid $35,000.00 and 
assumed a liability of $6,225.00—in other words, 
paid for the assets $41,225.00. If the vendor 
valued properly the assets appearing on his books 
prior to their sale, so far as his viewpoint is con- 
cerned the Good Will existing prior to the sale 
(and which he had not set up) was $9,875.00—the 
excess of the value of the assets appearing on the 
books over the total selling price value of the assets, 
as follows: e 


Price Paid.. $41,225.00 
Value of Assets ' on . Books: 
Plant and Equipment. . $19,500.00 
Inventories 24499, Fe rh: 7,100.00 
Accounts Receivable.......... 4,750.00 
31,350.00 
Value of Good Will... . $ 9,875.00 


While the vendor’s books showed the value of 
assets sold, exclusive of Good Will, to be $31,350.00, 
the purchaser corporation is not bound by such 
valuation. The basic fact with which it deals is 
the fact that it acquires a mixed aggregate of 
$41,225.00 of assets. It must apportion this 
total figure to the specific assets on the basis of its 
own best judgment. It may or may not form this 
judgment by referring to the vendor’s valuations. 

In some instances a purchaser has access to the 
vendor’s books, and he may accept the values at 


‘which the vendor carried the items, or he may 


reject such values as being unsound. As a matter 
of fact, it often happens that the purchaser has not 
access to the vendor’s books, and hence he can not 
use the vendor’s valuations of the individual 
assets as a guide for his own valuation of them, even 
though he might prefer to do so. Under such 
circumstances, he must use his own judgment, 
based on such facts as he can gather, regarding 
the worth of each item. 

' In the proposition cited, the purchaser disre- 
garded entirely the valuations which the vendor 
had placed upon Plant and Equipment and in- 
creased the Plant and Equipment value from $19,- 
500.00 to $22,500.00—an increase of $3,000.00. 
The purchaser also apparently felt that the value 
of $4,750.00 at which the vendor was carrying the - 
accounts receivable was too high, and he set up a 
$475.00 reserve. 


Pac 


You will see, therefore, that the purchaser con- 
sidered the assets taken over, other: than good 
will, to be worth $33,875.00 as follows: 
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Plant and eae ae $22,500.00 

Inventories. .... ca Ee, 7, i ee ee 7,100.00 
Accounts Receivable. Fe 6 cn $4,750.00 
Less Reserve's. oc Sor oetee ie 475.00 

4,275.00 

$33,875.00 


= Sz CDENT 
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Since the purchaser acquired $41,225.00 of assets, 
he assumes that the $7,350.00 difference between 
the worth of plant, equipment, inventories, and 
accounts receivable, $33,875.00, and the amount 
paid, $41,225.00, is good will. 7 

It will be apparent that the difference in value 
of the good will arises through the difference of 
opinion on the part of the vendor and on the part 
of the purchaser as to the worth of each one of 
the specific assets making up the purchase and sale 
price. 


Pace Institute, Boston, Annual Banquet 


ISTRICT Attorney Arthur K. Reading, of 
Middlesex County, Massachusetts—one of 
the greatest of the prosecutors who are now 


striving to stem the rising tide of crime—struck. 


the keynote at the Boston banquet of Pace In- 
stitute. At this notable gathering, held on Saturday 
evening, May 3d, Mr. Reading told the assembled 
students, graduates, and guests that the present 
crime tendency finds root in the desire of people to 
_ take short cuts —to acquire things without paying 

an honest price in effort or in money’s worth. In 
academic and in professional education, in the 
practice of the professions, and in business life— 
in fact, in every human relation—Mr. Reading 
insists that we must give in order to receive. He 
congratulated the students upon their recognition, 
by study in Pace Institute, of this basic principle, 
and he embellished his talk with many interesting 
and helpful illustrations and anecdotes. It was 
a great inspiration for the students of Pace Insti- 
tute thus to have intimate contact with this prom- 
inent lawyer and well-known public official. 

Homer S. Pace spoke briefly on the relation that 
the accountant should bear to public affairs. He 
cited the extraordinary part that Massachusetts is 
taking in national matters by contributing such 
leaders as the President, the Senate leader, the 
Chairman of the Committee on Foreign Relations 
in the Senate, the Speaker of the House, and the 
Secretary of War—leaders outstanding and un- 
touched by the wave of Congressional investiga- 
tion. From this point, Mr. Pace took up the part 
that the accountants of Massachusetts might in 
the future take in those vital matters of public 
interest that are closely related to Accountancy. 

The guests included Mrs. Helen McDaniel, 
President Business Women’s Club; Professor Wil- 
liam Morse Cole, School of Business Administra- 
tion, Harvard University; James E. Downey, 
Headmaster, High School of Commerce; O. T. 
Erickson, President, Boston Credit Men’s Associa- 
tion; James J. Fox, C.P.A., Member Massachusetts 
Board of C.P.A. Registration; James V. Giblin, 
C.P.A.; Theodore A. Glynn, Fire Commissioner of 
the City of Boston; Edwin L. Pride, C.P.A., Chair- 
man Massachusetts Board of C.P. A. Registration; 
and Henry J. Bornhofft, C.P.A. 


long and affectionate 


That famous old class, E502, which for several 
years has held its own annual dinner, attended the 
banquet in full force. The Committee, led by 
Paul F. Haroth, Chairman, is to be congratulated 
on the efficiency and character of the whole affair. 
Mr. Arthur V. Garland demonstrated that Ac- 
countancy study does not interfere with the emo- 
tional and musical qualities essential to song leader- 
ship, and the entertainment numbers provided by 
the artists were exceptionally good. 

William J. Kenney, LL.B., LL.M., who is one 
of the most popular law instructors on the faculty, 
presided. His popularity with the students was 
manifested at the outset when they insisted upon a 
“‘razzing’’ as a prelude to 
Mr. Kenney’s leadership for the evening. No 
toastmaster in the long series of Pace banquets has 
ever excelled Mr. Kenney in the delicate art pf 
guiding the festivities of a banquet. 


Dudley B. Ellis, President of the Pace Club of 
Boston, under whose auspices the banquet was 


- conducted, extended the greetings of the Club to 


those present, and expressed his thanks to the Com- 
mittee for their efforts in arranging the affair. 


The Committee in charge of the affair consisted | 


of Paul F. Haroth, chairman, Alfred H. Edgerly, 
John J. Lyons, William A. Doering, Roger Billings, 
John W. Fallon, Frank J. Higgins, Francis J. Lally, 
John P. Burns, and the Misses Annette E. Hunt, 
Bertha E. Hatch, Helen W. Jones, Catherine V. 
McEachern, Helene J. O’Malley, and Gertrude P. 
Twombly. 

It was gratifying to note the organized efforts 
on the part of the various classes to contribute to 
the success of the banquet. 

Class D411 has made a great contribution to 
poesy by the discovery of the lyrical qualities 
contained in the romantic work of Semester D, 


frequently breaking into song in the following man- f 


Ch: 


D—411 Ra Ra 

Lally, Kenney, Zis Boom Bah 
Material, Labor, Bailments, Burden 
D—411 Ra Ra 


Overhead. 


‘, 
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Howard L. Gibson 


Secretary, The American Manufacturers Foreign Credit 
| Underwriters,.New York 


HE American Manufacturers For- 

eign Credit Underwriters is the 

only organization of its kind in 
the world. Hence, Howard L. Gibson, 
who holds the important position of 
secretary of this organization, stands 
unique among Pace graduates, vocation- 
ally speaking. It is the same story of 
the winning of deserved success, however, 
that has been told so often in these 
columns. : 


Mr. Gibson was born in Denver, 
Colorado, on March 27, 1897. He 
completed his grade-school education in 
the Denver Public Schools and entered 
the Tome Preparatory School, Port 
Deposit, Maryland, in 1911. Here he 
prepared for a college engineering course 
and was graduated in 1915. While at 
Tome School, Mr. Gibson was a member 
‘of several athletic teams and partici- 
pated in many other school activities. 
He entered Cornell University in the fall 
of 1915 and continued there until March, 
1917, when, being eager to enter the 
business world, he left college. During 
the vacation periods of his college and 
preparatory years, he worked in various 
industrial plants and thus gained val- 
uable experience. ; 


Upon leaving Cornell, he accepted a 
position with the General Refractories 
Company, of Hitchins, Ky. He con- 
tinued with this organization, engaged 
in general office work, until August, 
1917. September, 1917, found Mr. 
Gibson commissioned a pilot in the 
United States Army Air Service with 
the rank of second lieutenant. He was 
discharged from: service in January, 
1919, and at that time accepted a posi- 
tion with the Merchants’ Shipbuilding 
Corporation, Bristol, Pa. His work in 
this organization was that of obtaining 
cost data in the cost division. Later in 
this year, he entered upon the instruc- 
tion course of the Franklin Automobile 
_Company in their factories at Syracuse, 


In November, 1919, he entered the 
employ of the U. S. Food Products 
Corporation, at Peoria, Ill. His first 
position with this company was that of 
voucher clerk, but in a short time he 
was made cashier in charge of a depart- 
ment. In this capacity he also had full 
charge of the construction cost account- 
ing work of the organization. This 
business eventually failed, but Mr. Gib- 
son was one of the few employees re- 
tained for an indefinite time after the 
company ceased active business opera- 
tions. At this time he enrolled in the 
extension division of Pace Institute, and 
he-completed his course of study in the 
the fall of 1921. 


About this time he came to New York 
to accept a position in the accounting 
department of The Tannin Corporation. 
His duties consisted of cost and general 
ledger work. Later, he became office 


manager of the New York office of the 
Sun-Maid Raisin Growers. In this 
position he had charge of and full re- 
sponsibility for the banking, accounting, 


Howard L. Gibson 


and collections incident to the large 
volume of business transacted by this 
organization in its eastern headquarters. 
A varied experience, you will say. True, 
but the very changes, accompanied by 
consistent study in his case, denote 
progress. His wide experience, no doubt, 
had much to do with the fact that, in 
July, 1923, the American Manufacturers 
Foreign Credit Underwriters requested 
Mr. Gibson’s services, and he accepted a 
position with this organization as office 
manager. Due to conscientious effort 
and personal capacity, he soon became 
assistant secretary and, eventually, sec- 
retary, the position he holds today. 
The position of secretary carries with it 
the responsibility for accounting and 
statistics and for general supervision of 
the office. In addition, he acts as assistant 
general manager. During Mr. Gibson’s 
service with this organization, he has 
shown his ability as an organizer and, 
possessing creative effort, has installed a 
new accounting system and reorganized 
the accounting department. 


The record of a deserved success is 
always interesting and informative. Be- 
tween the lines one may almost visualize 
the hard problems solved, the difficul- 
ties overcome by Mr. Gibson. His 
career stands forth as one more in the 
long list of successes achieved by Pace 
graduates. 
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Exchanges Agree on 
Examination of Books 


“Pree the purpose of obtaining more 


detailed information relating to the 

practices of the individual members 
and to eliminate unfair dealings, the New 
York Stock Exchange and the Curb 
Exchange have proposed amendments 
to their constitutions which will make 
it possible to compel members to submit 
their books for examination. 

The following news item, containing 
the resolutions of the proposed amend- 
ments, appeared in the New York Tele- 
gram and Evening Mail on April 25, 
1924: 

“The two principal stock ‘exchanges, 
the New York Stock Exchange and the 
Curb Exchange, have proposed amend- 
ments to their constitutions making it | 
possible to compel members to open their - 
books for inspection where this is deemed 
advisable. Itis explained that this is for 
the purpose of obtaining more detailed 
information on practices of the members 
and will tend to eliminate unfair deal- 
ings. 

“The resolutions were identical, with 
the exception of the names of the com-, 
mittees. The New York Stock Exchange 
resolution follows:— 

‘Whenever a member of the exchange 
or his firm has been concerned in a 
transaction in which a member of an- 
other exchange is also concerned and 
such transaction is under examination 
by the authorities or such other ex- 
change, and the Committee on Business 
Conduct reports to the Governing Com- 
mittee that in its opinion the testimony 
of the member of the exchange, his 
partners or employes, or his books and 
papers, is or are material to such ex- 
amination, and it is to the interest and 
welfare of the exchange to facilitate 
such examination, the Governing Com- 
mittee may in its discretion direct such 
member to appear and to produce his 
partners, employes, books, and papers 
before the governing authorities of such 
other exchange or any committee or 
special committee thereof, for the pur- 
pose of examination concerning the 
transaction in question. 

‘The refusal of a member to comply 
with any such direction shall be an act 
detrimental to the interest and welfare 
of the exchange.’”’ 


R. ALEXANDER LYONS, 
D Ph.D., of the Eighth Avenue 
Temple, Brooklyn, addressed the 
Day School Assembly recently. Dr. 
Alexander spoke on ‘“‘Culture and Citi- 
zenship”’ and, in an extremely interesting 
way, showed the need, at the present 
time, of a combination of culture and 
responsibility to overcome the perplex- 
ing problems of the world and the nation. 
In a unique way he contrasted the 
seriousness which the business man of 
today applies to commercial matters as 
compared to the way it is applied to 
other just as vital components of life. 
A keen sense of humor characterized 
the entire address and the talk was one of 
the most interesting that has been given 
at Pace Institute, New York. 
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Internal Revenue Collection Accounting 
(Continued from page 98) 


_ General Ledger 


One of the most important sections of 
a collector’s office is the bookkeeping 
section, or office of the bookkeeper or 
comptroller, as it is called in some of the 
offices. In the bookkeeper’s office are 
kept the sectional-control ledger and the 
general ledger. The form of the general 
ledger differs in no way from the stand- 
ard ledger except that there is a balance 
column. The general ledger is loose-leaf. 
The accounts kept in the general ledger 
are as follows: 


Asset Accounts 
No. Account 
1 Cash on hand 
2 Cash in bank 
3 Stamps 
4 Stamps in transit to Bureau 
6a Income taxes collectible 
6b Sales taxes collectible 
6c Tobacco taxes collectible 
6d Prohibition-narcotic taxes collectible 
6e Capital stock taxes collectible 
6f Estate taxes collectible 
6g Miscellaneous taxes collectible 


Liability Accounts 
No. Account 
8 Advance collections for stamps 
8a Advance collections for stamps, fiscal 
Varo se 
9 Unidentified collections 
9a Unidentified collections, fiscal year... 
9b Unidentified collections, 1040-A 
9c Unidentified collections, tentatives 
9d Unidentified collections, advance 
payments 
10 Collector’s revenue account 


Nominal Accounts 
No. Account 


11 Stamps received from Bureau 

12 Stamps received from other districts 

13 Taxes listed for assessment 

14 Taxes received from other districts 

15 Excess collections 

16 Excess in stamp sales 

17 Returned checks 

18 Abatement claims allowed 

19 Deposited to the credit of the U. Ss. 

20 Taxes transferred to other districts 

21 Stamps transferred to other districts 

22 Stamps issued on order of Commis- 
sioner 

23 Stamps returned to Bureau 

24 Taxes abated in excess 


Sectional-Control Ledger 


The sectional-control ledger (See Ex- 
hibit II) gives a running analysis of all 
of the transactions affecting the different 
tax lists. Column 1 is for the name list, 
column 2 for the balance forwarded, 
column 3 for the returns filed, column 4 
for excess collections, column 5 for dif- 
ferences found by the Bureau in Wash- 
ington, column 6 for additional assess- 
ments from Washington, column 7 for 
taxes transferred from other districts, 
column 8 for return checks, column 9 
for total liability, column 10 for current 


collections, column 11 for transfer of 
collection credits from one list or account 
to another list or account, column 12 for 
taxes transferred to other districts, 
column 13 for abatements, and column 
14 for balance outstanding. 

There is a sectional-control ledger for 
each class of taxes, and each sectional- 
control ledger is subdivided with a sec- 
tion for each list which has a balance 
outstanding. The total of all of the 
balances outstanding for the various 
lists of the sectional-control ledger for 
income tax should be the total shown in 
the balance column of the general ledger 
in account 6a, income taxes collectible. 
The same should be true for the other 
“6” accounts. Usually the sectional- 
control ledgers and the general ledger are 
kept by separate persons, and _ their 
balances must agree at the end of each 
day. : 

Journals 


Postings are made to the general and 
sectional-control ledgers only from jour- 
nals. The journals used in the Collector’s 
office are loose-leaf and are of three types 
—the cashier’s journal (Exhibit III), the 
tax division journal of miscellaneous 
transactions (Exhibit IV), and the tax 
division daily journal of returns filed. 
The cashier’s journal covers all transac- 
tions affecting cash and stamp transac- 
tions. The tax division journals record 
postings to be made that affect the 
different assessment lists. There are 
seven classes of taxes, but the same form 
of journal is used for each. These 
journals are prepared by the various 
assessment divisions and by the cashier’s 
office each day and are forwarded to the 
bookkeeper for entry in the ledgers. 
SLs To ELE - a 

* Unidentified Collections; = 

As explained in the paragraph dealing 
with the card index system used in the 
collector’s office, thousands of remit- 
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tances are received in the collector’s 
office which cannot be identified and 
posted to any definite assessment. Fhese 
collections are credited to the proper 
**Q”” account. 
collections are from taxpayers who have 
never filed returns, but who, through 
ignorance or fear, think they should 
make some kind of payment and send 
in checks or money orders to the collec- 
tor. The majority of the unidentified 
collections are credited to account ‘9.’ 
The other ‘9’? accounts are for special 
classes of unidentified remittances or 
for remittances which, although not 
unidentified, cannot be credited to any 
list for the reason that no assessment 
has been made. Accounts 9c and 9d 
are of this class. The vast majority of 
collections, however, are identified and 
credited to the proper assessment. 
Credits are constantly being transferred 
from the various ‘‘9”? accounts to the 
lists where the assessments have been 
located. The cashier’s ‘journal shows 
the adjustment of these unidentified 
items and indicates the accounts to be 
credited and debited. 

Account 9A is a suspense account 


which represents unidentified collections 


received during the prior fiscal year. On 
August 31st of each year, the balance in 
this account is entered on the August 
income tax list. This, in effect, credits 
the taxpayer. The amount 
entered on Form 23A as an assessment, 
the taxpayer being thus debited. In 
this way the books are annually cleared 
of unidentified items. If,later,it is found 
that another assessment is outstanding 
for which the unidentified collection is 
payment, the credit portion of the entry 
is transferred from the income tax list 
to the item outstanding on the list to 
which it pertains, and an abatement 
claim is filed by the collector for the debit 
entry thus left outstanding on the 
August income tax list. 

It will occasionally happen that the 
Bureau at Washington will advise a 
taxpayer of an assessment and that pay- 
ment will be received by the collector 
from the taxpayer before information 
about the assessment reaches the col- 
lector. Such payments when received 


SECTIONAL-CONTROL LEDGER 


Diff. | Items 
Excess] Found | Added 


Trans. 
from 


Balance | Re- 
Brought} turns 


Date | Down | Filed |Collec-| by by O. 
tions | Comm.| Comm.| Dist. 
1 2 3 4 5 6 i 


. 2. Lax List 


Re- Total | Cur- | Trans.} Trans.| Abate- 


Bal- 
turn to be | rent of to | ments] ance 
Checks Ac- |Collec-|Collee-| 0. - ollec- 

counted] tions | tions | Dist. tible 
for 
8 9 10 11 12 13 14 


| 


Exhibit II. Sectional-Control Ledger 


In some instances these 


is also. 
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are credited to account 9d. On receipt 
from the Bureau of information about 
the assessment, the collector transfers 
the credit from account 9d to the proper 
assessment. 


2! 2 


Collector’s Reports j 


At the close of each month, the col- 
lector sends to the Bureau reports cover- 
ing the transactions recorded in his 
accounts for the month. These reports 
are on three forms: Form 79 (Exhibit V), 
Form 68, and Form 820. The upper part 
of Form 79 is in the nature of a profit 
and loss account and is a summary of 
the transactions for the month. The 
lower part of Form 79 resembles the 
balance sheet of an ordinary commercial 
concern. This form is supported by 
Form 68 and Form 820. Form 68 is a 
detailed report of the transactions in 
stamps, and Form 820 is an analysis of 
the transactions affecting the tax lists. 

The collector submits seven copies of 
Form 820: one for each class of tax. Form 
820 is ruled the same as the sectional- 
control ledger in the collector’s office. 
It is simply a consolidation of the various 
sections of the sectional-control ledger, 
so that one line on Form 820 records all 
of the entries affecting one particular 
list. The balance shown in the last 
column of Form 820 should be the bal- 
ance of the items actually outstanding 
on the list and also the balance as shown 
by the sectional-control ledger. The 
total balance of all of the tax lists shown 
on Form 820 should be the total in 
account “6’’ of the general ledger and 
should agree with the balance of this 
account as shown on Forn 79. Form 79 
must also agree with Form 820 in regard 
tothe nominal accounts. Thus, the total 
of all items shown on Form 820 in the 
return-check column should equal the 
amounts reflected in account 17 on Form 
79. This is also true of tax transfers, 
abatements, and other kinds of transac- 
tions. 

The collector also sends to the Bureau 
a statement of his deposits (Form 49) 
for the month. The total of this state- 
ment is the total of account 19 on Form 
79. At the time of making a deposit, 
the collector prepares a deposit slip, 
more properly known as a certificate of 
deposit, in triplicate and forwards all 
three copies with the deposit to the bank. 
One copy of the certificate of deposit 
is forwarded to the office of the Secretary 
of the Treasury, one copy is returned to 
the collector, and one copy is forwarded 
by the bank to the Bureau in Washing- 
ton. The certificates of deposit received 
by the Bureau are used to verify the 
monthly statement of deposits (Form 49) 
and the amount shown on form 79 in 
account 19. When the collector receives 
his copy of the certificate of deposit, 
his entry is a debit to account 19 and a 
credit to account 2, cash in bank. This 
transaction is reflected on the cashier’s 
daily journal. 

These monthly reports, Form 79, 68, 
820, and 49, are received from each of 
the 65 collection districts. In addition, 
each collector renders a quarterly report 
on Form 79. This form is the one re- 
ferred to the General Accounting Office 
by the Bureau for settlement by the 
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CASHIER’S DAILY JOURNAL OF TRANSACTIONS 


Date 
Stamp Transactions Collections (except sales of stamps) 
Transactions Dr. | Cr. | Amount Detail Dr.| Cr. | Amount 
Received from Bureau......... lf Gg | a A ee 8 a PINCOMO TAXON ee ones leet Ga Vo 25: eee 
Rec’difrom other districts.. 2...) 3 | 12||.......... Sa lesttae wer ceeel er ciel ota cetelotay cu (ieee 6b 
OXCESGIIIGAICS. foc... s. semee See LON er eea . : Tobacco tax. .....--.:..++2++[---- Goeieees . sess , 
CHICO ERE eaiad. 2. . <I 1 Sule, tek ProsNarconietaxce. + saces ee oil - Gdn ce eae 
RE rOUSGer ee: co. s » + «cee Aa Oxo tree ets cin: Capitalistock taxc ser. sce |. <= - Gerla. o.s sete 
Transferred to other district... .| 21 Cae be ed Re os Bstatetaxeee, cree os wdaes loess 6f 2 Aenea 
Tesued' by Comm... ..... jemer 22 aya ie alee ae Miscellaneous tax......-.---- Pee Goede te dca ee 
Receipted for by Bureau....... 23 ARE eRe Se ee, Unidentified collections.......-|.-.- Che Bi, | he ses 
Issued on advance collections...| 8 SoS) (hee eaters aie Unidentified collections........ ae bine Ob 
Unidentified collections........ wa Gor le Ae... 
Unidentified collections........ Bp Al) 0 al ie cen eae 
Cash Transactions Adv. Collectionsforstamps....|..-.| 8 |-------- . 
De otal es et OE yr Naan 
Detail Dr. | Cr. | Amount 
Memorandum of Returned Checks 
a 
Cash Deposited in Bank....... 2 1p |e oe ee 
@ertiticateot Wen: Necid. .peemeeniarens | ea ele esc Kind of Tax Amount 
Woralc ise.) :....... ee DDI | hs 5 nea eaey. 
Adjustment of Unidentified Items 
Classified as Dr. | Cr. | Amount 
Summary 
Account Amount Account Cr Amount 


Exhibit’ I1I—Cashier’s Journal 


Comptroller General. The law provides 
that an administrative examination shall 
be made of the collectors’ accounts by 
the Bureau before settlement of them is 
made by the Comptroller General. This 
examination must be completed within 
60 days after receipt by the Bureau of 
the reports, and the accounts must be 
referred to the General Accounting Office 
before the expiration of the 60 days. 


Audit of Collector’s Accounts 


In order properly to audit the reports 
of the collector’s accounts, the Bureau 
in Washington keeps a control with 
each collection district in the country. 
This control is kept on a bookkeeping 
machine. A loose-leaf ledger is kept for 
each collector. This ledger is closed out 
each month,and a new account is opened 
with the balance brought forward from 
the preceding month. The collector is 
then charged with all assessments made 
by the Commissioner, with all stamps 
invoiced to him, and with taxes trans- 
ferred to him from other districts; and 
he is credited with certificates of deposit 
received from Federal Reserve and other 
banks, with abatement of taxes allowed 
by the Commissioner, with taxes trans- 


ferred to other districts, and with stamps 
returned to the Bureau. 

The documents that provide the basis 
for the entries from which the foregoing 
postings are made are received from 
various sources. The certificates of 
deposit are received from Federal Re- 
serve and other banks in which the 
collector has made deposits. They are 
the duplicates, the originals of which 
have been sent to the Office of the Sec- 
retary of the Treasury. The tax transfer 
entries are posted from the quadrupli- 
cates of Form 514. This is the copy that 
is forwarded to the Bureau. In this case 
one document serves for both the debit 
and the credit entries, the charging col- 
lector being debited with the amount of 
the tax and the crediting collector being 
credited with the same amount. The 
assessment charges are entered from 
Forms 23C and 23D, which are received 
from the various administrative assess- 
ment divisions before they are forwarded 
to the collector. 

The balance in the Bureau ledger at 
the close of the month is theoretically 
the balance which the collector should 
report on Form 79. For various reasons 
the two balances are never equal. At 
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the close of each month after the exam- 
ination of the collector’s report, the 
Bureau prepares a reconciliation of the 
two balances. - In most cases the differ- 
ence between the two balances is due to 
items being in transit between the 
Bureau and the collector’s office. -For 
instance, the Bureau may charge the 
collector with stamps, invoiced on the 
29th of the month, which are taken up 
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by the collector on the 2nd or 3rd of the 
next month. All items on the Bureau 
ledgers, including any items that may 
be in transit, which are not reported by 
the collector are cited to the collector by 
the Bureau on a statement of differences 
(Form 79A). The collector’s reports 
must also be accompanied with the 
necessary vouchers to support any 
credits reported other than collections. 


TAX DIVISION DAILY JOURNAL OF MISCELLANEOUS TRANSACTIONS 


(Division) (Date) 
LIST 
Transaction Dr. Cr. Amount 
Name Section Class of 
Tax 
Summary 
Acct. Acet. 
Account No. Debit Account No. Credit 
Total Total 


Nn 
Exhibit IV. Tax Division Journal 


' The United States in Account Current with........ 
for Pthaseee ae District sofsam. aes ; from:.. 


REVENUE ACCOUNT CURRENT 


isha i tO J. Gres. = eye UNC er Doma ma atedies seis 


Statement of Transactions 


on a WEAR AT Reale oes a Collector of Internal Revenue 


Debits Amount 


Credits 


19 |Deposits to credit of U.S. ........ 
20 |Taxes transferred to other districts..|.......... 
21 |Stamps transferred to other districts.|.......... 
22 |Stampsissued by Comm...........|.......... 
23 |Stampsreturned to Bureau........].......... 
18 |Abatement claimsallowed.........|.......... 
10 (Balance in revenue account........ 


Total 


10. {Balance from last reporigece.......|.)...22... 
11 |Stamps received from Bureau...... 
12 |Stamps transferred to other districts. 
13 |Taxes listed for assessment......... 
14 |'Taxes trans. from other districts... . 
15 Excess collections................ 
16 |Excessinstampsales............. 
17 _|Returned checks............ ee 


<a Debits Amount 


of Balances 


Acct. . 
No. Credits 


1 |Cash on hand 

2 |Cash in bank 

3 { Stanie, ca, eee es ee ee 
4 | Stauips:in transite. ken eee 
5 
6a 


CaCO SE ee om Pe rire Oe re | RS 


Income taxes collectible 
Sales taxes collectible 


he Mie acc otstetegete’s apr oi.» 2 ee 
8 |Advance collections for stamps... .. 
8a | Advance coll. for stamps (June 30). . 
9 |Unidentified collections 

9a | Unidentified collections (Juné 30)... 


9¢ 
9d |A 
10 |Balanceinrevenueaccount:....... 


Collector of Interna! Revenue 


Exhibit V—Revenue Account Current 
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Award to Couchman 
American Institute Prize 
Competition 


EADERS of THE PACE STU- 
DENT will be interested to 
learn that the jurors have made 

their awards on the prize competition 
of the American Institute of Account- 
ants Foundation, the . conditions for 
which were stated fully in the April, 
1923, issue of THE PACE STUDENT. 
The time for acceptance of the papers 
closed October 1, 1923. 

The competition called for the best 
papers upon the following subject: “‘The 
Principles Which Should Govern the 
Determination of Capital and the 
Amounts Available for Distribution of 
Dividends in the Case of Corporations, 
with Special Reference to the System 
of Capital Stocks without a Par Value.” 
The competition was open both to mem- 
bers of the American Institute of Ac- 
countants and to non-members. 

On February 14, 1924, the jurors 
announced the award of the first prize 
to Mr. S. Gundelfinger, C.PiA. of 
Sacramento, California. On March 1, 
1924, the jurors announced that, of the 
competitors who were members of the 
American Institute of Accountants, the 
first prize award was made to Mr. 
Charles B. Couchman, 
Couchman is a member of the firm of 
Crockett, Couchman & Crawford, prac- 
ticing accountants, and is also a member 
of the faculty of Pace Institute, New 
York. The PACE STUDENT extends 
its congratulations to Mr. Gundelfinger 
and to Mr. Couchman. 

The Journal of Accountancy an- 
nounces that it will publish the two 
successful papers in an early number 


Annual Meeting National 
Federation of Pace 
Clubs 


HE annual meeting of the National 

Federation of Pace Clubs was held 

at the Hotel Lafayette, Washing- 
ton, on Saturday, April 26. 

The delegates from New York, Bos- 
ton, Baltimore, and Washington Insti- 
tutes were entertained at luncheon by 
the Pace Club of Washington. Hampton 
D. Percy, president of the Pace Club of 
Washington, welcomed the delegates and 
turned the meeting over to the national 
president, Howard Schnepfe. 

Matters of importance pertaining to 


the forthcoming year were discussed, and 


plans were made for a big and active 
year for the National Federation. 


The following officers for the year 


1924-1925 were elected: Cecil M. Mears, 
Washington, president; Jerome G: Kauf- 
man, Washington, secretary; Howard 
Schnepfe, Baltimore, treasurer. The 
vice-presidents, under the rules of the 
National Federation are to be elected 
by the members of the individual clubs, 
and the member so honored will attend 
to all National Federation business that 
comes before his club. 


C.P.A. Mr. °: 


— se 
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CCOUNTANTS are everywhere intimately 
A concerned with business. To them the 
story of business achievement means some- 
thing more than capital advanced or profits earned. 
—it means the organization of human effort—the 
vision of the individual who conceived the business 
and the practicality of the executives who carried 
it to success. Accountants and accountancy stu- 
dents, therefore, will be glad to know something 
of the story of Steznway—a name known wherever, 
throughout the civilized world, music soothes the 
soul or inspires to purposeful action—and, more 
especially, to know of the accounting and other 
procedures used by this house. 

The house of Steinway & Sons, builders of pianos 
of superlative grade, was founded by Henry Engel- 
hard Steinway and his three sons, Charles, Henry, 
and William, on March 5, 1853. It began business 
in the rear of a building on Varick Street, New 
York, with four or five workmen. 

The production for the first year averaged one 
Steinway a week. During the next year, 1854, due 
to the fact that the exceptional quality of the 
Steinway was immediately recognized, more ex- 
tensive quarters were necessary, and a move was 
made to No. 88 Walker Street. Five years later, 
in 1859, the Steinways built their first large factory, 
which occupied the entire block on Park Avenue 
between 52d and 53d Streets, New York, where 
they remained until 1909. A second large factory 
was commenced in 1864 on Riker Avenue in the 
town of Steinway, Long Island City, N. Y. 

During 1866, the firm built its present building, 
known as ‘‘Steinway Hall,”’ at 107-109 East 14th 
Street, New York. This building contained a 
large concert hall seating 2400 people, which at 
once became famous in the musical annals of the 
metropolis. For a quarter of a century it was the 
center of the musical activities of New York City, 
and nearly all the famous artists of that generation 
were heard at Steinway Hall. However, as the 
one-time ‘‘Musical Row’ on 14th Street no longer 
exists, and as the majority of retail establishments 
have moved to the up-town section, this building 
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Steinway & Sons, Piano Builders 


An informative article, of interest to practitioners and students of Accountancy, 
relating to the history, production methods, and accounting procedures of this 
| pioneer organization 


| 


will soon be vacated. A new Steinway Building, 
of fifteen stories, is now under construction at 
107-111-West 57th Street, extending through tc 
106-14 West 58th Street. This new building will 
be ready for occupancy early in 1925. 

ropean branches were established in London 


during 1875, and in 1880 a large factory was built 
“in/Hamburg, which at present supplies the demand 


for Steinways in Europe and other overseas coun- 
tries. 

The demand for Steinways in this country in- 
creased so rapidly that it was necessary, in 1911, 
to construct another large plant, located at Ditmars 
Avenue, Steinway, Long Island City. This plant 
is within one mile of the Riker Avenue plant. 

On May 14 1876, the business, which up to that 
time had been operated as a partnership, was in- 
corporated under the laws of the State of New York 
with a capital of $1,500,000.00. The capital has 
since been increased to $4,000,000.00; and the com- 
pany has assets in excess of $10,000,000.00. At 
present ‘there are active in the business eight 
Steinways—grandsons and great grandsons of the 
founder. 

Steinway & Sons, it is interesting to note, cast 
and construct all the component parts of a piano- 
forte, the work being performed at the Riker 
Avenue factory and at the Ditmars Avenue factory. 
At the Riker Avenue factory the various component 
parts of a piano are manufactured. At the Ditmars 
Avenue factory, the component parts are assem- 
bled, and the many adjusting, tuning, and finishing 
operations are performed. Fie hy jm 

As, comparatively speaking, only a few styles of 
Steinways are manufactured, it has been an old- 
established rule to use the ‘‘standard cost method”’ 
in determining factory costs. In fact, this system 
proved adequate up to the year 1913; but, as 
modern machinery was installed and as wage rates 
changed frequently, costs fluctuated from year to 
year. These fluctuations necessitated large annual 
adjustments; and, in addition, the plants had to 
be closed down annually for ten days for the pur- 
pose of taking a physical inventory. Early in 1913, 
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therefore, a cost accountant was employed to revise 
these standard cost figures and to install perpetual 
inventories wherever feasible. 

At present the accounting procedures at the 
Riker Avenue plant can not be classified under any 
particular system, as they vary in the different 
departments. At the Ditmars Avenue plant, the 
standard cost system is almost exclusively followed. 
A brief description of the work done and the method 
of determining costs in each department of both 
factories will now be given. 

‘In the Riker Avenue factory are located the 
foundry, the plate machining and finishing depart- 
ment, the metal-goods department, the case-mak- 
ing department, the rim-making department, the 
key-making department, and the action depart- 
ment. 

In the foundry, all the piano plates and other 
metal parts are cast. The unit upon which costs 
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on the plate are enumerated on a cost sheet, and 
to the cost of these operations is added the cost of 
the necessary materials that go to complete the 
plate. A considerable amount of the wages paid 
in this department is on the piece-price basis. 
The indirect wages and expenses are prorated in 
the same manner as indirect expenses are prorated 
in the foundry. 

In the metal-goods department, which is a sub- 
division of the plate machining and finishing de- 
partment, all the castings not sent to the plate 
machining and finishing department are handled. 
Much of the work in this department is done by 
automatic screw machines, and the problem of 
costs is met in two ways. In the case of goods 
turned out by automatic machines, a machine-hour 
rate is used to cover the operations on these 
machines. The rate is determined on the basis of 
the number of hours each individual machine will 


: . Consolidated View of i , 
.. oteinway&Sons Factories 
| Steinway, Lb Greater New York. 


are determined is the pound. All the supplies are 
kept on a perpetual inventory basis, and only such 
materials as are used in actual production are 
charged to the production of a particular month. 
The workmen make out daily time sheets, from 
which their earnings are computed. These time 
sheets are compared with the time cards; and the 
necessary cost data is taken from the original time 
sheets. After the pay-roll analysis is made, the 
indirect departmental expenses are prorated in 
the same ratio as the total direct charges bear to 
the pounds produced during the month. 

In the plate machining and finishing department, 
which receives the plates as they come from the 
foundry, the multitude of holes required for the 
tuning pins and agraffes are bored. The plates 
are then given several coats of japan, and are 
rubbed off, baked, and finally bronzed. The cost 
system in this department differs from that in the 
foundry in that the unit of cost is the piano plate 
instead of the pound. All operations performed 


probably operate during a period of a year. Inthe 
case of all other work, the usual procedure in re- 
spect to materials, direct labor, and overhead is 
used for computing costs. In this department it 
is possible to use a lot system as the work travels 
through the plant in containers bearing a particular 
job number; and the men at all times know the 
number of the order upon which they are working. 
Many of the parts manufactured in this depart- 
ment go into a part-stock storeroom, which is 
controlled by a perpetual inventory. 

In the case-making department, the work of 
building cabinets and the woodwork of making 
cases, legs, lyres, and other parts too numerous to 
mention are performed. Lumber is the chief item 
of material in this department; and the matter of 
determining the wastage of lumber is very im- 
portant. This item of waste has such a large bear- 
ing on costs that a special study has to be contin- 
ually made to determine what the actual waste is 
on each particular lot of lumber. Before the lum- 
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ber can be used in a Steinway, it must have been 
air dried for about three years, and then kiln dried. 
Gluing is another important feature of this depart- 
ment. The cost problem resolves itself into picking 
up labor and material charges and of getting a sub- 
unit cost of parts, and then combining these sub- 
unit costs in order to determine costs of completed 
units. The cost sheets necessarily must, for the 
sake of detail and inventory value, show the value 
of each part at the different stages of construction. 
The labor is both piece-work and day-work, each 
man making out a return sheet. In the case of 
large operations, weekly cost sheets are made out; 
while in the case of smaller operations daily cost 
sheets are used. 

In the rim-making department the rims for the 
grand pianos are manufactured. The chief item 
of material in this department is hard maple 
veneers, which are glued to a thickness of an 
inch and a half by clamping them in specially 
constructed presses that give the rims the required 
permanent shape. The cost in this department 
is determined on the productive-hour basis, the 
wages of the men and the expenses in other de- 
partments being taken into consideration in de- 
termining cost. 
charges for any given month is then divided by 
the number of productive hours in that month. 
The rims require six weeks’ seasoning in dry rooms; 
and in order to release the rims in work of this 
burden, it has been found expedient to charge the 
rim as soon as completed to a special account, which 
is kept on a perpetual inventory basis. 

In the key-making department the ivory and 
ebony piano keys are manufactured. The greater 
part of the work done in this department is on a 
piece-price basis, and materials, sufficient only for 
immediate demand, are requisitioned from the 
different stock rooms. The standard cost system 
is used, the unit of cost being a complete set of 
keys. The cost sheets show each labor operation 
and the amount of material used. 

In the action department the many small parts 
that are necessary properly to give effect to the 
touch of the fingers on the keys are manufactured. 
Labor and material is controlled in the same man- 
ner as these items are controlled in the key-making 
department, and the standard cost system is used. 
The cost sheets in this department, like those of 
the key-making department, show each labor opera- 
tion and the amount of material used. 

This completes the operations at the Riker 
Avenue factory; and the finished parts are then 
carted to the Ditmars Avenue plant for assembling 
and finishing. At the latter plant are located the 
varnishing department, the bellymen department, 
the fly-finishing department, the finishing depart- 
ment, the regulating department, and the polish- 
ing department. 

The piano case first goes to the varnishing de- 
partment, where it receives its many coats of 
varnish. The piano case is then sent to the belly- 
men department, where the sounding board and 
plate are installed. We next find the piano in the 


‘cards. 


The sum total of the various 
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fly-finishing department, where the legs are fitted 
and where the top, desk, and many other small 
parts are installed. This work is followed by the 
work of the finishing department, where the action 
is installed and properly adjusted with the keys. 
The interior work of the instrument is then com- 
pleted by the regulating department, which, as its 
name implies, regulates the keys, action, and ham- 
mers. The ‘‘voicing’’ of the hammers is one of the 
most important operations. The accuracy with 
which this is accomplished determines largely the 
supreme quality of the tone for which the Steinway 
is famous. The polishing department then com- 
pletes the exterior work of the instrument; and the 
piano is then ready for delivery to the warerooms 
at Steinway Hall. 

The standard cost system is used almost exclu- 
sively in this plant, material and supplies- being 
controlled by a perpetual inventory, and the labor 
being controlled by weekly time sheets and time 
All overhead and general expenses are first 
prorated to the several departments and are then 
prorated on a basis of direct labor cost. The pianos 
are charged to the Steinway Hall warerooms at 
factory cost price, which, however, is changed 
whenever any marked fluctuation takes place. 

Each factory operates as a separate unit, under 
the general supervision of the general factory 
manager, who has two assistants. The assistants 
handle, mostly, the technical end of the factories. 
Each factory has its own superintendent, whose 
duty it is to supervise production. The accounting 
is supervised by a chief accountant, who is re- 
sponsible for the office work at both factory offices. 

The tie-up between the two factories is ac- 
complished through a billing system by which one 
factory charges the other for any goods furnished. 
The tie-up between the factories and the main 
office is accomplished by a balance sheet and a 
profit and loss statement furnished to the main 
office monthly by each of the factory offices. 

Card systems are operated for raw materials and 
stores, each storekeeper being required to “turn” 
in physical inventory reports to check against the 
stock as shown on the cards. 

Lumber, which represents such a vast investment 
because of the long time required for seasoning it, 
is carried on stock cards, which show the age of 
the lumber and all the descriptive and financial 
data needed. 

The labor turnover at the plants is very low, 
due to several reasons, some of which may be 
attributed to the following facts: 

All the employees are insured. When an em- 
ployee has served six months, the company takes 
out insurance of $250. This amount is increased 
from time to time, until at the end of the fourth 
year the amount of insurance is $800. 

Safety organizations have been formed at each 
plant; and employees are encouraged, through 
their representatives, to make recommendations 
for the betterment of factory conditions, such as 
light, heat, improvement in the product, and the 
like. First-aid work is supervised by experienced 
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men who received their training in the United 
States Army. 

Convalescent employees are helped financially 
to regain their strength to enable them to resume 
their positions. 

Athletics are encouraged, and the organization 
boasts of a good bowling team, as well as of a 
strong baseball club. 

A musical society, composed of employees, is 
maintained. This society gives monthly concerts 
at each factory. At present there are twenty-four 
active musicians. 

The general scheme for determining charges for 
finished goods is as follows: 

A price is figured in advance and is set at cost. 

A monthly profit and loss statement shows the 
variations between set price and the actual cost. 
_ Amonthly balance sheet shows the statement of 
condition at the factories as to capital investments 


(other than land and factory buildings) and as to 


raw materials and work in progress. 

The balance sheet is backed up by various stock 
reports, showing the stock of instruments in each 
department, and the stock of the major units to 
make up the construction of the piano, such as 
cases, keys, actions, plates, sounding-boards, tops, 
legs, and lyres. 

At Steinway Hall, where the finished pianos are 
stored, and where are located the general offices 
of the company, the accounting system is of a rather 
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simple design. The piano inventory is recorded on 
a perpetual inventory basis. The sales are divided — 
into two general classes—pianos sold at retail and 
pianos sold at wholesale. All sales are entered in a 
loose-leaf sales journal, all postings being made 
direct to the customers’ accounts. A monthly 
summary of these sales is made and recorded in the 
general journal, from which credits are posted to 
the several sales accounts. Allowances, discounts, 
and all other credits applying to sales are also re- 
corded in this summary sheet. 

The general ledger contains all the current and 
controlling accounts. Separate loose-leaf ledgers, 
containing over three thousand accounts, are main- 
tained for instalment accounts, rent accounts, re- 
pair accounts, and tuning accounts. 

In addition to the books of account mentioned, a 
bound cash book, a distribution journal, a private 
journal, and a private ledger are kept. The private 
ledger contains the capital accounts, the investment 
accounts, and the reserve and surplus accounts. 

_A monthly trial balance of the general ledger is 
taken and recorded in a trial balance book and 
forms the basis for the preparation of a profit and 
loss account and a balance sheet. In preparing the 


. profit and loss account and the balance sheet, any 


changes that may have taken place in the piano 
inventory are taken into consideration, and reserves 
are established for the estimated amount of general 


overhead expenses and for accrued interest charges. 


Annual Banquet, Baltimore Pace Institute 


HE Baltimore Pace Accountancy Association 

is a worthy and distinguished member in the 

family of Pace Clubs. The social ability of 
the Baltimorian is an inheritance rather than an 
acquisition; and the Baltimore Pace Accountancy 
Association worthily interprets, in its affairs, the 
social ability and ease that has come down through 
many generations of Maryland families. No won- 
der, therefore, that the Eighth Annual Banquet 
of this Baltimore Association, held on Saturday 
evening, May 10th, at the Emerson Hotel, brought 
both pleasure and profit to the members and guests 
who were present—pleasure and profit in liberal 
measure. 

Mr. Homer S. Pace, speaker of the evening, ex- 
pressed not only his appreciation of the quality of 
the banquet—the artistic character of the printing 
and decorations and the excellence of the entertain- 
ment and music—but spoke of the desirability of 
the participation of the members of the Association 
in public affairs in accordance with the best tradi- 
tions of the community and nation. The Associa- 
tion always finds place for words of sound counsel 
and advice in its program, but never forgets that 
the serious and worth-while things of life may be 
profitably embellished by the comforts of good 
food and the social diversions of conversation, 
music, and dancing. 


' J. Wallace Bryan, who lectures at Baltimore 
Pace Institute, and who is distinguished, not only 
as a C.P.A., but as well by the possession of the 
LL.B. and Ph.D. degrees, acted as toastmaster in 
his usual effective manner. Mr. A. P. Rainey, Jr., 
president of the Association, was in charge of 
affairs and was assisted by the officers and board of 
governors, as follows: Paul F. Dettor, first vice- 
president; Wm. O. Shenton, second vice-president; 
J. ©. Sheehan, third vice president; Daniel L. 
Clayland, treasurer; Miss Mary M. Neck, secre- 
tary; Herman Dorsch, chairman of the Board; 
Chas. O. Agnew; Louis A. Schneider; Geo. L 
Krebs; Morris Bercowitz; Jos. A. McCabe; H. A 
Schnepfe. 

Lafayette P. Temple, known as Baltimore’s 
foremost entertainer, delighted the banqueters 
with his humorous anecdotes and his inimitable — 
recitations of current verse. Mr. Temple’s contri- 
bution ;was in keeping with the high tone of the 
entire program. The music was furnished by the 
Frisco Orchestra and was much enjoyed throughout 
the dinner and the dance that followed. 

The Washington Pace Club was very much in 
evidence with a large delegation, which included 
Mrs. Ethel K. Pollard, of Washington Pace In- 
stitute, and the Washington Pace Club poets— 
Miss Genevieve Bearmore and Rupert F. Keefe. 
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Building Operation Accounts 


| 

| ‘ 

An Article Adapted from Graduation Thesis submitted by William Milton Krieb, 
| Baltimore Pace Institute 


the operation of buildings, spaces in which 
are leased to tenants. Many of these cor- 
porations, in addition to selling or leasing floor 
areas, offer to their tenants, at cost, water, gas, 
and electric service. It is for a corporation selling 
floor areas by the square foot (sq. ft.), water by the 


* A NUMBER of corporations are engaged in 


cubic foot (cu. ft.), steam by the thousand pounds’ 


(M lbs.), and electricity by the kilowatt-hour 
(kw-h.), that the following system is set forth. 

For the floor areas, the corporation charges a 
“‘primary’’ rate per sq. ft. to produce a net return 
to it, free and discharged from all operating ex- 
penses thereon, while a “‘secondary”’ rate per sq. 
ft. is charged to cover the operating expense of 
the building. These operating expenses cover 
taxes, insurance, water, heat, 
watch service, general maintenance of the building, 
and other charges of a like and similar character. 
The primary rate remains fixed for the continuance 
of the tenant’s lease, while the secondary rate is 
subject to adjustment at the close of each calendar 
month and is determined by dividing the total 
operating cost for the current month by the rent- 
able area of the building in square feet. 

The corporation also offers to its tenants, at 
actual cost, the water, steam, and electrical ser- 
vices heretofore enumerated. The cost of the 
steam used for heating the building, and the water, 
both hot and cold, for washrooms, drinking, and 
the like, is included under the secondary rate. 

All repairs, renewals, or re-arrangements of 
water, steam or electrical conductors, and equip- 
ment are made by the corporation for the tenants, 
who are billed therefor, at cost, upon ES of 
the work. 


Chart of General Ledger Accounts 
The chart of general ledger accounts follows: 


Asset Accounts 
Cash 
Petty cash 
Tenants’ ledger control 
Stores 1’ control 
Stores 2 control 
Machinery and equipment 
Land and building 
Liability, Capital, and Surplus 

Accounts 
Vouchers payable control 
Accrued pay-roll 
Accrued water bill 
Reserve for depreciation 
Capital stock 
Surplus 


Plant Ledger Accounts 
Water plant 
Steam plant 
Electric plant 
General building 


elevator service, 


Deferred Charges 
Insurance unexpired 
Taxes unapportioned 


Debit Nominal Accounts 
Cost of sales to tenants, secondary 
Cost of sales to tenants, water 
Cost of sales to tenants, steam 
Cost of sales to tenants, electricity 
Cost of sales to tenants, miscellaneous 
Credit Nominal Accounts 
Sales to tenants, primary 
Sales to tenants, secondary 
Sales to tenants, water 
Sales to tenants, steam 
Sales to tenants, electricity 
Sales to tenants, miscellaneous 
Nominal Accounts Which May Be 
Either Debit or Credit 
Profit and loss 


It does not appear to be necessary to explain 
the foregoing general ledger accounts, with the 
exception of the plant ledger accounts, as they are 
common to practically all commercial enterprises. 
It may be noted in passing, however, that the 
corporation maintains an analysis of the machinery 
and equipment account, land and building ac- 
count, and reserve for depreciation account to 
show the cost of the detailed items of machinery 
and equipment and of land and buildings and to 
show the depreciation reserve applicable thereto. 


Plant Ledger Accounts 


The plant-ledger accounts. record the*|costs of 
operating the water plant, the steam plant, the 
electric plant, and the building generally, exclusive 
of the water plant, steam plant, and the electric 
plant. The plant ledger accounts are supported 
by subsidiary ledgers or analyses, by means of 
which the costs are analyzed in accordance with 
the following classifications: 


Water Plant’ Ledger : 

Water (cost of water purchased) 

Steam (cost of steam used, transferred 
from steam plant) 

Operation (cost of labor, materials, eter 
to operate water plant) 

Water plant repairs 

Depreciation 

Insurance 

Taxes 

Electric Plant Ledger 

Live steam for engines (cost of steam 
used, transferred from steam plant) 

Exhaust steam credit (credit cost of 
steam exhausted from electric plant 
engines and turned into heating sys- 
tem) 

Engine room operation (cost of labor, i 
materials, etc. used in operation of ~ 
engine room) 

Engine-room repairs 

Depreciation 

Insurance 

Taxes 
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Steam Plant Ledger 

Coal (cost of coal used) 

Water (cost of water used, transferred 
from water plant) 

Electricity (cost of electricity used, 
transferred from electric plant) 

Fuel handling [labor, materials, etc. in 
handling coal (after unloading) from 
cars to boilers] me 

Boiler operation (cost of labor, materials, 
etc. in operation of boilers) 

Ash handling (cost of labor, materials, 
etc. in removal of ashes from boiler 
room) 

Fuel handling repairs 

Boiler repairs 

Ash handling equipment repairs 

Depreciation 

Insurance 

Taxes 

General Building Ledger 

Live steam for heating (cost of steam 
used, transferred from steam plant) 

Exhaust steam for heating (cost of steam 
exhausted by electric plant and 
turned into heating system) 

Heating system repairs 

General building water service (cost of 
water, used, transferred from water 
plant) 

Water system repairs 

General building electric service (cost of 
electricity used for general building 
lighting system and for operation of 
elevators, transferred from electric 
plant) 

Janitor service 

Elevator service 

Watchman service 

Fire protection 

Administration office 

Elevator repairs 

Painting and glazing repairs 

Carpentry and‘ masonry repairs 

Sewerage repairs 

Plumbing repairs 

Lighting system repairs 

Insurance 

Taxes 


‘Purchase Orders 


The necessary supplies and materials and out- 
side services required for the operation and main- 
tenance of the building and plants, are ordered by 
means of a standard form of purchase order. This 
purchase order must be properly approved by the 
building superintendent before it is valid. 


Invoices for Materials and Services Ordered 


Immediately upon receipt of a bill or invoice, a 
rubber-stamp imprint is made on the face of the 
bill or invoice, as follows: 


Date invoice received............Order No......... 
MAP BIITIATETIO CT CCCIVCC 2 os nic  oros bee ns FCC Sehee . 
Prices & quantities approved... ...........--..+.... 
MERTENSIONS ADDIOVER cre fs iy A ae sin leyeee es sghe ss 
Voucher No...... wader CnateedstOn.. we... 
BIALORPIAIC ar, apa ies uae sins oe, : 2 Check iNo-w=.-- 


The invoice is properly checked, and the vari- 
ous spaces on the rubber-stamp imprint are 
filled in to indicate that the checking has been 


done and for other purposes, as are noted. If 


- ducted from the totals. 
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the invoice is for an item that is to be entered on 
stores ledger sheets, later to be described, (sup- 
plies, coal, or cost of unloading coal from cars), 
posting is immediately made to the appropriate 
stores ledger account. 


Voucher Register 


After the bill has been approved, it is entered in 
the voucher register (Form 1). The voucher 
register is self-explanatory, with the possible ex- 
ception, perhaps, of the plant ledger and miscel- 
laneous tenants cost columns. The amounts charge- 
able to plant operation are entered in the plant 
ledger columns. The symbols of the subsidiary 
plant accounts are entered in the “Sym.” column. 
Posting is then made from the voucher register to 
the appropriate accounts in the subsidiary plant 
ledgers. Expenditures for labor and materials. 
used in performing work for the tenants are entered. . 
in the tenants’ ledger column, and are posted to 
tenant’s accounts in the tenant’s ledger. These 
charges are all capital charges and other general-. 
ledger charges are extended to the general column. 


At the end of the month the following summary 
journal entry is made for the voucher register: 


BLORESIICON] ROD feces ieee oh Wa sek 
SLORESZcCONEROUW et) oc) atulaeeenoe ss gaits. t.00 ae yp XR 
WEA TEER) PLANT, CONTROL 2&. eis. 235.0 623g ss RX 
STEAM PEANECON TROD G age cere 4 oo oa FX 
REECE RIGIrEAN T CONTROL aes cep xX 
GENERAL BUILDING CONTROL............ xx 
COST OF SALES TO TENANTS, MISC......... xx 
MISCELLANEOUS DEBITS (DETAIL)........ xx 
To VOUCHERS PAYABLE CONTROL... xx 
For voucher register entries, month of......, 19... 
The account designated as ‘“‘cost of sales to 


tenants, miscellaneous,’ represents the cost of 
materials and supplies used for repairs and the 
like, for which the tenants will be billed. 


Stores Ledgers 


One stores ledger is composed of monthly coal 
sheets (Form 2). Each invoice from a creditor, 
whether for coal, freight, war tax, or unloading 
charges, is entered on the coal sheet, which is 
totaled at the end of the period. The rate used 
for billing the steam plant can then be easily de- 
termined by dividing the total of the total-cost 
column by the total weight in tons. This will 
give the rate in tons. The consumption is deter- 
mined by the engineer and is priced up. The 
figures are entered on the line following the line 
on which total receipts are entered, and are de- 
The closing inventory 
thus ascertained is carried forward to next month’s 
coal sheet. 


An ordinary stores system is used for supplies, 
which are carried in the second stores ledger. In- 
dividual accounts in a stores ledger (Form 3) are 
set up for each class of supplies. Receipts are 
posted from vouchers, and withdrawals are posted 
from receipts signed by the persons withdrawing 
materials. Periodically, the quantity balances 


‘shown by the stores ledger accounts are compared 


with an inventory actually taken. 
(Continued on page 124) 
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ERE and there appeared huge 
H caves in the walls of solid rock 
which arose to either side of the 
“Diadem,’’ and remains of well-built 
stone walls testified to an earlier civili- 
zation in this wonderful valley. Now, 
even the trail was completely overgrown 
in places, and wild vegetation reigned 
supreme. We were soon above the belt of 
mangoe, cocoanut, and banana trees, but 
oranges and limes continued in abund- 
ance far up the trail, in places literally 
covering the ground, so we could not 
walk without crushing the luscious fruit. 
Crossing the river on the rickety re- 
mains of a foot bridge, we began the 
realclimb. It was a zigzag trail leading 
up the steep side of the valley, still 
through a dense growth of bamboo, 
orange, and lime trees. We _ were 
beginning to feel the heat of thé sun and 
were soon wet to the skin. Oranges 
furnished both food and drink, many of 
the sweet, juicy fruit being consumed as 
we toiled upward. Two of our party 
were beginning to lag, and we all sat 
down to rest. Around us wild pine- 
apples were growing, as well as many- 
colored berries and wild flowers. Hav- 
ing refreshed ourselves, we started a 
more difficult ascent, the trail becoming 
narrower and more obscure as we pro- 
ceeded, with the surrounding foliage so 
dense it was impossible to get our bear- 
ings or a glimpse of the valley below. 
Just as we were about to give up the 
attempt, the trail emerged into a clear- 
ing at the edge of a cliff, and there burst 
upon our view the wonderful Fautaua 
Falls, a good sized stream rushing as it 
appeared from a hole in the rocky wall 
opposite us, to be lost in spray a thou- 
sand feet below. 

At this point the ‘‘Diadem”’ was lost 
to our view, and I was anxious to scale 
a rocky ridge above the falls to gain a 
closer view and photograph of the giant 
rock. Two of our party would go no 
further, so the pair of us left our luggage 
and continued on the trail, which now 
wound perilously near the edge of the 
cliff. A little further up we came upon 
the ruins of an old French fort, with 
walls built directly on the edge of the 
cliff above the falls. Although thickly 
covered with flowers and vines, I 
managed to scale the wall and was fully 
repaid by an unsurpassed view of the 
valley below, which I recorded on several 
films. The French had built the fort 
years previous and had removed the 
seat of government to this rocky fast- 
ness when the English were threatening 
to capture the island. 

The trail now led down into a small 
valley back of the fort, across a stream 
and through dense undergrowth laden 
so thick with the mists of the morning 
that it seemed like walking through 
water. A short distance up this valley 
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the trail branched, and we took the one 
leading toward the summit of the ridge. 
Following this a short distance through 
what seemed a dry water course, we 
suddenly came upon a dwelling hidden 
among the trees and rocks. Recover- 
ing from our surprise,.we made an in- 
vestigation and concluded it had once 
been the official residence of the gover- 
nor general. It was now in ruins, but 
appeared to have been a comfortable 
habitation at one time. Back of this 
house, the mountain wall rose almost 
perpendicular, but with the aid of the 
dense growth we clambered upward, 
often crawling under the roots of banyan 
trees, until we reached the upper limit 
of timber growth. Here my companion 
decided to halt, but I continued, bent on 
getting a view of the ‘“‘Diadem.”’ With 
great difficulty I made my way through 
the dense growth of tropical ferns, until 


- suddenly I found myself clinging to the 


perpendicular side of a precipice. A 


cloud-capped mountain towered above: 


me, while an unfamiliar valley lay far 
below, only the heavy ferns saving me 
from a sheer drop to its bottom. I 
could not go upward, the dry dust from 
the dead ferns choking me at every move. 
After filming the mountain peak in the 
distance, I reluctantly gave up the as- 
cent and. with difficulty found my way 


Fautaua Falls 


back to the trail. We were soon with 
our companions again, enjoying our 
luncheon while gazing on the. Falls. 
Stretching ourselves on the ground, we 
indulged in the usual noon-day siesta 
before beginning the descent and the 
long tramp homeward. 

Aside from the vastness and grandeur 
of these Tahiti mountains covered with 
luxuriant growth, one is impressed by 
the awful silence and entire absence of 
animal life. Not a moving thing, worm 
or insect, is to be seen or heard. Lower 
down in the valley small lizards bask in 
the sun, and the streams abound with 
fish; but a few kilometers from the sea, 
the rocks and vegetable life reign su- 
preme in unbroken solitude. In some 
parts of the islands, wild pigs and horses 
are seen, but these are merely the pro- 
geny of escaped domestic animals 
brought to the island by man. Even 
the Minah birds were imported, and 
the rats and other vermin were brought 
here by ships from other lands. , 

I was singularly fortunate in being in 
Papeete during the month of July, the 
time of the Fete Nationale, when the 
French celebrate the fall of the Bastille. 
This year, for the first time since the 
Great War began, the celebration was 
conducted with all the old-time anima- 
tion and enthusiasm. During the week 
prior to the event, a small army of men 
were kept busy erecting booths and 
stands along the water front and deco- 


rating the town, while every arriving | 


schooner brought guests from the out- 
lying islands near and far. These guests 
either slept on the schooners or in the 
park along the water front. On the 
evening of Tuesday, July 13th, the 
celebration began, and it continued until 
the early hours of the following Sunday. 

The public square had been decorated 
and lighted with myriads of Chinese 
lanterns; on one side was the Judges’ 
stand, while opposite was that of the 
Governor General and other officials, 
few of whom were present, their places 
being taken by Americans and other 
invited guests. Into the open place 
between, under the Chinese lanterns, 
trouped a band of natives—men, women, 


_and children—seated themselves on the 


grass and, led by one of their number, 
began a native song, low and monoto- 
nous at first, but increasing in pitch and 
volume with the antics of the leader and 
the activities of his assistants, who 
slapped the laggards on the backs or 
pounded them over the heads with a 
bamboo rod. The cadence of the song 
rose and fell, the bodies of the per- 
formers moving in unison, until the 
final climax in a long-drawn, piercing 
note executed only by afew. The band 
then rose and departed as suddenly as it 
had come. They were followed by other 
groups, representing various districts 
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of the islands, who had been trained 
over a long period for this event. Next, 
in similar fashion, followed bands of 
hula-hula dancers, all bedecked with 
wreaths of flowers and leaves, and some 
wearing the ‘‘Boorah’’ skirt, the old 
native dancing costume. The execution 
of this dance was an exhibition of physi- 
cal power unknown to people hampered 
by so-called civilized dress. The con- 
tortions of the body, the lateral move- 
ments of the hips, and the rapidity of 
the moves, all in perfect rhythm with 
the music of the ‘“‘tom-toms”’ (produced 
by pounding with a stick on a tin can 
or piece of bamboo), excited intense 
wonder and admiration among the 
white spectators. Each band was com- 
posed wholly of men or of women and 
danced till physically exhausted. Atthe 
conclusion, performers and spectators 
alike joined in a ‘‘snake-dance’”’ parade 
through the streets of Papeete. In the 
meantime the booths were doing an 
enormous business in food, drinks, and 
souvenirs, besides varied attractions 
common to a Coney Island Mardi Gras, 
which kept up unabated till the early 
morning hours. 

The next day, Bastille Day, was 
ushered in by a prolonged salute from 
the guns of the French torpedo boat 
‘‘Aldabaran,”’ lying at anchor in the bay. 
The day was filled with a repetition 
of the “‘hymenies’”’ and “hula-hula’”’ of 
the previous night, games and sports of 
all kinds in the afternoon, and a grand 
“soirée’’ at the principal theatre in the 
evening. Thursday was very similar, 
with aquatic contests on the Bay in the 
afternoon, and I began to wonder at 
the vitality of the performers. Friday 
morning the dancers were still active; 
in the afternoon all Papeete journeyed 
to the race-track, which is just outside 
the town in the most beautiful setting 
imaginable. The field was surrounded 
by stately palms, wonderful old banyan, 
bread fruit, and mangoe trees, while in 
the background lay Fautaua Valley, 
crowned by the stately ‘“‘Diadem.”’ It 
was a real race-track, with real horse 
racing and active bookmakers. Prizes 
were bestowed upon the winning jockeys 
by the Governor General himself, and 
everyone seemed to enjoy life to the full. 

Saturday continued much the same, 
with the climax of the celebration in the 
evening. All the craft in the harbor 
had been decorated with many colored 
lights, and shortly after dark were set 
moving in a circle around the ‘‘Alda- 
baran.’’ Band music burst forth from 
crafts, which appeared like moving 
bowers of tropical foliage brilliantly 
lighted from within. In the meantime, 
a crowd had gathered on the water front, 
dressed in fantastic and beautiful cos- 
tumes, prepared for the fancy-dress ball 
to be held in the barracks. Shortly 
after nine, the crowd drifted that way, 
and the music began—furnished by 
an excellent orchestra, made up princi- 
pally of American artists. The Grand 
March showed the greatest conglomera- 
tion of races, costumes, and colors 
imaginable. My host of the first night 
of my stay in Papeete appeared as a 
Roman senator in a gorgeous toga; some 
were dressed entirely in palm leaves, 
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while others wore the costume of the 
native “‘hula-hula’’ dancer. At one end 
of the hall was a well-stocked bar, with 
the finest make of native punch and real 
champagne at 30 francs a quart. As the 
evening progressed and the cool breezes 
from the mountains made themselves 
felt, the dance became one mad whirl, 
which ended only with the faint streak 
of dawn on Sunday morning; and 
the Fete National of Des Etablisse- 
ments Francais de l’Océanie was a 
matter of history. 

During these gala days I had not been 
neglectful of business and my mission 
in Tahiti. I had met and talked with 
most of the business men of Papeete, 
besides many of the French officials, 
and gained a fair knowledge of business 
conditions in the islands. The two main 
sources of business are copra and mother- 
of-pearl shell. The former, which is the 
dried meat of the cocoanut, is acquired 
from the natives in exchange for canned 
goods, flour, sugar, and other provisions 
and dress goods. The old French and 
British houses in Papeete have ware- 
houses well stocked with the goods de- 
sired by the natives; besides, they have 
substations scattered through the is- 
lands lying within a radius of a thou- 
sand miles—principally the Marquesas 
to the northeast and the Tuamotos to 
the east and southeast. This latter 
group consists wholly of coral atolls, 
some of which are many miles in cir- 
cumference, while others are too small 
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to support human life and can be reached 
only in small boats landing through the 
surf, 

The trading is done by means of 
schooners, which take the merchandise 
from Papeete to the distribution points 
and return with copra, which is shipped 
principally to San Francisco. These old 
traders, I was told, had built up sub- 
stantial fortunes by charging the natives 
excessive prices for goods and paying 
little for the copra. The Americans, 
who have recently built a mill in Papeete 
for crushing the oil from the copra, have 
adopted a policy of fair dealing with the 
natives, and have, as a result, incurred 
the enmity of the old traders, who see 
their harvest of huge profits disappearing. 
The natives, however, are becoming 
organized in a business way, with the 
assistance of American Misstonaries, and 
the policy of fair dealing is bound to 
win out. 

The pearl-shell industry is of a dif- 
ferent nature. Each year the French 
Government grants a concession for 
pearl fishing in the waters of one of the 
Tuamatos. The season continues 
through July and August, when all the 
traders are on the scene with schooners 
and divers. It is said that the native 


‘diver can go down in thirty feet of 


water and remain several minutes. He 
brings up the pearl oyster, whose shell 
measures from five to ten inches in 
diameter and furnishes the mother-of- 
pearl. Pearls of the best quality are 
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found here—always in diseased oysters— 
and become the property of the divers 
who find them. Many lives are lost 
among the divers each season, some from 
staying down too long, and others from 
sharks which infest the waters. A 
diver always carries a knife, with which 
he can dispatch a shark if he sees the 
monster before he can attack; otherwise 
the man is doomed. A good season pro- 
duces large returns for the shell mer- 
chant, but often a tropical storm or a 
tidal wave destroys the gains of an entire 
season. Besides the pearl shell, these 
islands produce other shells of beautiful 
colors and fantastic shapes in innumer- 
able variety. These have no real com- 
mercial value, but the smaller varieties 
are strung and worn by the natives or 
are sold as souvenirs. 

Tahiti also supports a brewery, which 
has recently been started, two sugar 
mills, and a phosphate house, which 
mines the rock on the near-by island of 
Makatea. The great drawback to in- 
dustry in the islands is the scarcity of 
labor. The natives are not accus- 
tomed to work and are well content to 
gather just enough copra to buy Ameri- 
can clothes and canned goods. Most 
of the labor is performed by imported 
Japanese or Chinese. The latter is prac- 
tically the only cultivator of the soil, 
which yields in abundance, but needs 
hard labor to keep down the rank tropi- 
cal weeds. Sugar cane could be grown 
much more extensively, but necessary 
labor cannot be obtained. Coffee, rice, 
peanuts, tobacco, and the rubber plant 
thrive in the rich, warm soil, but all are 
raised only in small quantities. The 
fecundity of the soil, which on the up- 
lands appears to be lava dust, and on the 
lowlands rich alluvial deposits, is almost 
beyond belief. The tip of a pineapple 
sliced off and stuck in the ground will 
reproduce itself in a few weeks; the 
stalk of a banana leaf if stuck in the 
earth will produce a plant with a fine 
bunch of bananas in six months’ time. 
None of the tropical fruits are cultivated 
in Tahiti; the natives simply gather 
them from the hills and lowlands. and 
bring them to market daily. A lime 
tree in a dooryard will produce limes in 
abundance for a good ‘sized family. 
Poi-poi and bread fruit trees grow in 
dooryards and drop their fruit almost 
on the verandas; the same is true of the 
banana and the mango, the latter the 
most delicious fruit I have ever tasted. 


Perhaps the greatest obstacle to the 
American doing business in the islands 
is the lack of communication. Mails 
to the United States leave on the 
average of once each month, and the 
only other communication is by means 
of wireless. The wireless messages are 
usually relayed via Suva, in the Fijis, and 
Honolulu, resulting in garbled messages, 
which are often unintelligible. I visited 
the wireless station on Tahiti, located 
near Point Venus, several times in an 
attempt to solve the mystery of garbled 
messages. The operator, a good-natured, 
easy-going Frenchman, could send mes- 
sages direct to San Francisco in perfect 
order, but seldom did so because of the 
extra effort required. No satisfaction 
could be obtained from him, because the 


“‘other fellow’”’ was always at fault. The 
French Government, as a result of ex- 
tensive experimenting, has plans for a 
larger and more powerful station on 
Point Venus, which will send messages 
direct to Paris. This, I was told, would 
be three years in building. 

The French officials seem reluctant to 
give out any news received by radio. Oc- 
casionally, a few items of world news are 
posted on the Government bulletin 
board, and I began to believe that no 
news was received in Tahiti, till one day 
a business man handed me several type- 
written sheets of recent happenings in 
the outside world, received that day and 
handed him by the Governor General. 
No one else, not even the American Con- 
sul, received this news. The Govern- 
ment publishes a weekly “Journal 
Officiel,’? which contains only what the 
name implies—official business. 
Another weekly newspaper ‘‘LeFei’’ is 
published in Papeete, but contains only 
local news and comment on events con- 
cerning the islands. It was the twenty- 
fifth of July when I learned of the result 
of the National Democratic Convention 
from a New Zealand newspaper received 
from Auckland by steamer. It is small 
wonder that the inhabitants of these 
islands are out of touch with the world. 

Another great obstacle to the American 
business man in Papeete is the lack of 
banking facilities. There is one French 
bank, a branch of a Paris house, and a 
small private bank of doubtful reputa- 
tion. In an interview with the manager 
of the French bank, he asked me if it 
was true that the United States banks 
were calling all loans, as he had been 
informed, and told me that the low rate 
of French exchange was caused by Wall 
Street speculators. This condition will 
not be overcome as long as the conserva- 
tive Frenchmen control the islands. 

French officials in Tahiti are of the 
mediocre. type and care little for the 
welfare of ithe natives or other inhabi- 
tants of the islands. A so-called hospi- 
tal is maintained in Papeete, but no 
trained nurses are in attendance. There 
is only one real physician in Tahiti, and 
he receives no encouragement from the 
Government. Anasthetics are never 
used, and many lives are sacrificed as a 
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result. The sanitary conditions, which 
could be perfected at little expense, 


are far from ideal, resulting in occasional 


typhoid epidemics. ‘The sewer system is 
not half completed, and no move is 
made for improvement. A few months 
of work of the type carried out by 
Americans in our tropical possessions 
would make Papeete the most healthful 
place in the world. 

An example of the French attitude 
toward the natives is their indifference 
during the recent epidemic of influenza, 
which affected the greater part of the 
native population. The French officials 
barricaded themselves in their homes and 
would make no move to relieve the situa- 
tion. The Americans in Papeete estab- 
lished a temporary hospital and saved 
the natives from extinction. As it was, 
over 50 per cent. of the native population 
died. There are perhaps now less than 
5,000 natives in Tahiti. .Many of these 
are: afflicted with the White Plague, to 
which they seem very susceptible, and 
other diseases, which are working 
disaster to the future of the race. 

I have said little of the natives of the 
island because little is really known of 
their character, origin, or history. Many 
impressionistic travelers declare the 
native Tahitian the most lovable and 
loyal of any race on earth. Some of the 
old sea captains and others in Papeete, 
however, told me that the natives could 
not be trusted, had no code of honor, and 
were absolutely unmoral. Certain it is, 
though, the islands in past ages have 
known a higher type of civilization, at 
least from a physical standpoint, than 
the native Tahitian represents today. 
The stone masonry, spoken of pre- 
viously, certainly dates back prior to the 
advent of the white man. With my 
friend, the archaeologist of the Bishop 
Museum, I examined a large morai in 
the Fautaua Valley, revealing well- 
built masonry, which had evidently 
been the foundation of a huge temple. 
Between this foundation and the broad 
stone steps leading down to the river, 
was a stone pit, which popular tradition 
says was used for human sacrifice—a 
religious rite. There are several of these 


morais in different parts of the island. 
It is also a native tradition that huge 
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kites were used as air-planes long before 
flying machines were invented. On a 
cliff at Taiarapu, which is on Little 
‘Tahiti, there is a projecting rock marked 
round about with deep worm grooves. 
Here, it is said, the old Tahitians were 
accustomed to fly enormous kites, which, 
when the wind was in the right direction, 
would carry a man safely across the 
Bay to the main island opposite. 

My experience with the natives was 
not extensive enough to permit of per- 
sonal judgment. I came in contact with 
two young Tahitians who were well 
educated, and who spoke French and 
English fluently. It is probable, how- 
ever, that they had French blood in 
their veins. I was fortunate to meet 
three Island Chiefs from the Tuamotos, 
who had come to Papeete to attend the 
Fete Nationale. They were Eria, chief 


of Amanu, Hotu, of Ahe, and Manihi, 


and Taharia, of Takapoto. A dinner 
was given in their honor at the ‘‘Tiara’’ 
one evening by some Americans, to 
which I was invited. Eria, a venerable, 
gray-haired old black, said grace before 
the meal. They neither drank nor 
smoked, and were quiet and unassuming. 
They all dressed in real American 
“whites” and ate in true American 
style, though their consumption of soup 
caused a slight disturbance. At the 
conclusion of the meal, Efia_ said, 
through the interpreter: “‘I have some- 
thing on my mind.’’ When told by 
our host to ‘‘go ahead,’”? he launched 
forth in a three minute oration, in 
which he expressed appreciation for the 
treatment accorded them by the Ameri- 
cans, and hoped they would continue 
to be friends and do business with their 
people in the islands. These chiefs bear 
a sort of paternal relationship to their 
people and look after all the business 
interests of the island. Among the 
Tuamotos, the land is held in common, 
and cocoanuts are gathered only when 
the Chief declares the ‘“‘rahui’? (open 
season), and all the inhabitants set out 
to make copra and divide it among 
themselves under the eye of the Chief. 
As the copra provides the only means of 
securing the desired provisions and cloth- 
ing from the traders, this is the chief 
business of these people. 

Returning from an afternoon in the 
surf at Arroway on the last Sunday in 
July, I was glad to see the “Tofua’’ 
lying at the wharf, ready to take me 
back to San Francisco. I had completed 
my mission at the cocoanut oil mill and 
was anxious to see home and family. 
The following afternoon I waved ‘“‘good- 
bye’’ to the assembled population of 
Papeete as the ship swung out from the 
dock and was soon on the broad Pacific 
with the rocky heights of Tahiti slowly 
sinking from view. The following day 
we ran for hours within sight of the low 
island of Tikihau. Sharply outlined 
against the horizon, the stately cocoanut 
palms reared their heads, now in a 
thick group, now in a long, thin line 
like sentinels guarding the entrance to 
another world—a world of delightful 
charm to the romantic spirit, but to 
the practical mind, one of sordid and 
stagnant humanity. 

(The End) 


High School Conference 
Pace Institute New York 


ISUAL education was the leading 

topic discussed at the annual high- 

school conference and dinner held 
at Pace Institute on May 5. 

Fifty executives and teachers of high 
schools in and around New York com- 
prised the group gathered in the ad- 
ministrative offices of the Institute. 
The guests of the evening were then 
taken in small groups to the various 
classrooms, where they were given the 
opportunity to observe the methods of 
instruction used at Pace Institute. Of 
especial interest were the classes using 
stereopticon slides in actual teaching. 

After visiting the classes, the group 
retired to the Machinery Club, where 
dinner was served. Immediately after 
dinner, Mr. Homer S. Pace spoke on 
“The Crime Wave.” Following Mr. 
Pace’s address, a general discussion of 
educational problems took place, and 
much helpful and interesting informa- 
tion was afforded those who had an 
opportunity to join in and listen to the 
discussion. 

Other than New York and Brooklyn, 
representatives were in attendance from 
the following schools: West Hoboken, 
Jersey City, Englewood, Fort Lee, 
Hastings-on-the-Hudson, Irvington, Is- 
lip, Mount Vernon, Nutley, Passaic, 
Paterson, Suffern, Summit, Union Hill, 
Westfield, West Orange, Ridgewood, 
and Yonkers. 


M. B. Walsh, Detroit 
Chapter N.A.C.A. 


ACE graduates will be interested 
Pe know that M. B. Walsh, who was 

formerly a member of the faculty 
of Pace Institute, New York, and who 
is now engaged in Detroit in accountancy 
practice and in the conduct of Walsh 
Institute, has recently been elected 
president of the Detroit Chapter of the 
National Association of Cost Account- 
ants. This honor is particularly well 
bestowed because of the fact that Mr. 
Walsh, in addition to his experience in 
the practice of accountancy, was for 
many years in charge of the cost-finding 
of the Edison Company. 


THOMAS H. PALMER, Class F600, 
Pace Institute, Boston, has been ap- 
pointed auditor in the Department of 
Taxation in the Commonwealth of 
Massachusetts. 


GEORGE A. SPIEGELBERG, of the 
law faculty of Pace Institute, New York, 
has recently become a member of the 
firm of Mack and Taylor, 342 Madison 
Avenue, New York. 


HARRY W. MOORE has resigned as 
chief auditor of the State Corporation 
Department in California and has 
entered into partnership with H. Ivor 
Thomas under the firm name of Thomas 
& Moore, certified public accountants, 
Suite 1009 Bartlett Building, Seventh 
and Spring Streets, Los Angeles, Cali- 
fornia. 
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New York State Society 
of C.P.A.’s Elects Officers 


T ITS annual meeting, held in 

New York City on May 12, the 

New York State Society of 
Certified Public Accountants elected the 
following officers for the coming year: 
Homer S. Pace, president; Joseph J. 
Klein, first vice-president; P. W. R. 
Glover, second vice-president; James F. 
Farrell, secretary; Willis S. Whittlesey, 
treasurer. The following directors, 
whose term of office is two years, were 
also chosen: Harry Aitkin, William H. 
Bell, David Berdon, Harold Dudley 
Greeley, John F. D. Rohrbach, Harold 
A. Wythes. Directors holding over 
from the previous election are: Charles 
Hecht, Samuel Leidesdorf, John T. 
Madden, George V. McLaughlin, Henry 
E. Mendes, and L. K. Watkins. 


PITT W. DANFORTH & Company 
announce the opening of offices at 107 
Massachusetts Avenue, Boston, for the 
rendition of consulting service to busi- 
ness executives. Mr. Danforth of this 
organization is a certified public ac- 
countant and a graduate of Pace Insti- 
tute, Boston. 


WESLEY B. EDGAR, graduate of Pace 
Institute, New York, has accepted a 
position as traveling auditor with W. S. 
Barstow & Company, Inc. Mr. Edgar 
will have his headquarters in the vicinity 
of Reading, Pa. 


CHARLES KERSHENBAUM, gradu- 
ate of Pace Institute, Washington, an- 
nounces the opening of an office at 314 
Transportation Building, Washington, 
as a Federal tax consultant and for the 
presentation of Federal tax matters 
before the Bureau of Internal Revenue. 
Mr. Kershenbaum was formerly senior 
conferee and reviewer of the corporate 
audit division of the Income Tax Unit. 


THE PACE CLUB of Boston recently 
conducted a lecture for its members and 
friends. James V. Gilbin, C.P.A., the 
speaker of the evening, spoke on “‘Income 
Taxes.”’ Immediately following the lec- 
ture a social session was held and re- 
freshments were served. Dudley B. 
Ellis, president of the Pace Club of 
Boston, presided. 


LOOMIS, SUFFERN & FERNALD, 
certified public accountants, announce 
the removal of their offices from 54 Wall 
Street to 50 Broad Street, New York 
City. 


DWIGHT N. BURNHAM, C.P.A., 
announces that after March 31, 1924, 
he will continue practice as a public 
accountant under the firm name of 
D. N. Burnham & Co., District National 
Bank Building, Washington,D.C. Mr. 
Burnham is a member of the faculty of 
Pace Institute, Washington. 
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Building Operation Accounts 


(Continued from page 119) 


Stores 1 control account is charged 
through the voucher register with coal 
received, and stores 2 control account is 
charged through the voucher register 
with miscellaneous material and supplies 
received. 

A récapitulation is made of the coal 
withdrawn, and this recapitulation is 
posted, as has been indicated, to the coal 
sheet. A journal entry is then passed 
for the cost of the coal consumed as 
follows: 


STEAM PLANT CONTROL... xx 
To STORES 1 CONTROL... Xx 
For coal consumed, month of 
19h er 
The cost of the materials and supplies 
withdrawn is determined by a recapitu- 
lation of the receipts, which have been 
signed by the persons withdrawing the 
material. On the basis of this recapitu- 
lation a journal entry is formulated as 
follows: 


Time Cards and Clocks 


Time clocks are placed in convenient 
positions in the building. Every day, 
each employee is provided with a time 
card (Form 4). The front of the card 
is stamped, by means of a time-recording 
clock, in the proper place each time the 
workman enters or departs from the 


July 


building. The workman is also required 
to fill in the back of the card to show the 
work he performed and the time re- 
quired for each job or each class of work. 
This is used for distributing the pay-roll 
for the purposes of the cost accounting 
system. 
Pay-rolls 


From the time cards, after they have © 


been properly approved, the weekly pay- 
roll is built up on pay-roll sheets (Form 
5). The pay-roll is prepared in tripli- 
cate—one copy as a voucher for entry 
in the voucher register, one copy for the 
workmen to sign as a receipt for their 
pay, and one copy for the general pay- 
roll record of the pay-roll clerk. 


COAL SHEET 
Monthiot @inedane coeneee 1922 
STEERER RS 
Voucher Weight Pri Car 
Number = at bit ax War Tn- | Total 
a Freight} Tax | I’dg. | Cost 
R.R. | Shipper |Shipped| Ree’d.| Initial] No. | Lbs. | Tons | Rate | Amt. Labor 


OOOO EPL 


Form 2—Coal Sheet 


LEFT-HAND PAGE 


Payment 
Total 
Date Check cen 
Paid No. 


Of sO 


RIGHT-HAND PAGE 


Steam 
Plant 


Water 
Plant 


Stores 
No. 1 


| 


Electric | Building ueen 
Plant Operation Cost 


General 


Sym. |} Amt. |Sym. | Amt. |Sym.| Amt. |Sym. | Amt.| Name | Amt. 


— |_———:.— Oe? | > | | | | EE 
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Form I—Voucher Register 


WATER PLANT CONTROL... xx 
STEAM PLANT CONTROL... xx 
ELECTRIC PLANT CONTROL xx 


GENERAL BUILDING CON- 
TROL .0095 TR eee oe Xx 


COST OF SALES TO TEN- 
ANTS, MISCELLANE- 
OUS 8.90 xx 


ToSTORES 2 CONTROL .. xXx 
For materials and supplies with- 
drawn from stores, month 
ot wees oe 
Posting of the detail charges is, of 
course, made to the plant ledger analysis 
accounts. 


A weekly labor distribution sheet is 
prepared, to show the analysis of the 
pay-roll in accordance with plant ledger 
and other account classifications. The 
details shown on the reverse side of the 
time cards are posted to appropriate 
columns on the weekly labor distribution 
sheet. This sheet is ruled with columns 
as follows: . 


Employee’s number 
Water plant operation—labor 
Water plant repairs—labor 
Steam plant fuel handling—labor 
. Steam plant boiler operation—labor 
Steam plant ash handling—labor 
Steam plant fuel handling repairs— 
labor 
Steam plant boiler repairs—labor 
Ash handling equipment repairs— 
labor 
Engine-room operation—labor 
Engine-room repairs—labor 
Electric plant engine-room operation 
—labor 
Electric plant engine-room repairs— 
labor 
General building heating system re- 
pairs—labor 


STORES SHEET 


Maximum Stock Limit................. 


Minimum Stock Limit................. 


zat ARTICLE. . |. /5.50, i. . oe 


RECEIVED 
1 ne LL——_ oS S , 
Quan-} Price Amt. 
tity 


DELIVERED 
oe 


Quan- Price | Amt. 


Remarks 
tity 


Form 3—Stores Ledger 
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Front 


Total Hours 


Back 


WORKMAN’S DAILY LABOR REPORT 


Occupation 
SSS ee 5 


Description 


ee Se eee eS 
APPROVED: 


Foreman 


Form 4—Time Card 


General building water system repairs 
—labor 

General building janitor service 

General building elevator service 

General building watchman service 

General building fire protection—labor 

General building administration office 
—labor 

General building painting and glazing 
repairs—labor ; 

General building carpentry and ma- 
sonry repairs—labor ; 

General building plumbing repairs— 

. labor 

General building lighting system re- 
pairs—labor 

Cost of sales to tenants—miscellaneous 


A few blank columns are, in addition, 
provided to take care of extraordinary 
items. Supplies directly chargeable to 
tenants and labor directly chargeable to 
tenants are charged to the cost of sales 
to tenants, miscellaneous, account. 

The pay-roll is entered in the voucher 
register as though it were a creditor’s in- 
voice. Water plant, steam plant, elec- 
tric plant, general building, and sundry 
other accounts are charged and vouchers 
payable control account is credited 
through the medium of the journal 
entry which is prepared on the basis of 
the voucher register figures. Details 
are, of course, posted to the appropriate 
plant and ledger analysis accounts. 


Bills 


At the end of each month bills for 
water, steam, and electricity are pre- 
pared and sent to the tenants. These 
bills are based upon readings of tenants’ 
meters. The total quantity of each 
plant’s production billed to the tenants 
must agree with the amount as shown on 
the production sheet (later described) 
chargeable to tenants. The bills for 
floor area are based upon a contract 
record which shows the amount charge- 
able monthly to each tenant. 

In addition to the charges for floor 
area, water, steam, and electricity, 
charges will be made, as has been indi- 
cated, for miscellaneous services ren- 
dered. The cost of such services will 
have been charged to the cost of sales 
to tenants, miscellaneous, account, and 
will include cost of supplies withdrawn 


from storeroom, cost of labor, and the 
like. The cost of sales to tenants, mis- 
cellaneous, account is analyzed, and the 
amount chargeable against each tenant 
is determined. A bill is then made out 
to each tenant for the items applicable 
to him. The bill is made out at actual 
cost, since no net profit is taken on these 
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is for the general office bill file, and one 
copy is used in summarizing in a sales 
book the sales of each plant’s production 
and the floor areas, primary and secon. 
dary. The sales book contains columns 
as follows: 

Tenants’ ledger control 

Sales, primary 

Sales, secondary 

Sales, water 

Sales, steam 

Sales, electricity 

Sales, miscellaneous 


On the basis of the sales summary, 
the following journal entry is passed: 


TENANTS’ LEDGER CON- 
PROD everson a wil takes 

To SALES, PRIMARY....... 
SALES, SECONDARY .... 
SALES, WATER......... 
SALES, STEAM. 2.2.52... 
SALES, ELECTRICITY .. 
SALES, MISCELLANE- 


xX 
>. ¢ 


WR 


. 


For sales, month of...... 
Cash Book 


The cash book (Form 6) is simple, and 
is given without comment. At the 
month-end summary journal entries are 
passed on the basis of cash book entries 
as follows: 


charges. The amounts are eventually 
credited to sales to) tenants, miscellane- CASH): . 502.0... 00. 0.¢5.00.4. xx 
ous, account, the balance of which should ToTENANTS LEDGER 
exactly offset cost of sales to tenants, CONTROL he tate cakes xx 
miscellaneous, account. DETAIL ACCOUNTS.... xx 
The bills are prepared in triplicate. For cash receipts, month of 
The original is for the tenant, one copy ehh Bi) Oman fie a 
PAY-ROLL 
4, oe Oe Plant Week Promikiy il Orn net an ent 
Hours Figura Deduc- Received 
rg Name Total | Rate| Total tone Net saps 
M;/|T|W/ T)FI/S 
Form 5—Pay-roll 
Cash Receipts 
Date From Whom Received Amount Tenants General 
Recd Ledger 


ooo 
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Cash Disbursements 


-Vou. 


Date To Whom Paid 


Reg. No. 


Amount Vouchers General 
Paid Payable 
Nets ie eT NS 


Form 6—Cash Book 
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VOUCHERS PAYABLE CON- 


TROL. Av: 3 xx 
DETAIL ACCOUN TS. A eee xx 
ToCASH. ae xXx 
For cash payments, ‘month “of 
SEN ME ae ig th oe 
Journal 


The journal is of the ordinary ruling 
and is used only to take care of miscel- 
laneous, adjusting, and closing entries. 


Monthly Plant Production Sheet 


Each plant is equipped with suitable 
meters and devices for measuring its 
production, and a monthly plant pro- 
duction sheet is prepared from these 
readings. The monthly plant produc- 
tion sheet is a vital part of the system, 
as on it depends the monthly billing rates 
to tenants, the quantities transferred 
from one plant to another, and the check 
against the individual tenant’s bills, 
which are based on the readings of the 
meters. 

An illustrative monthly plant produc- 
tion sheet, which, as indicated, is pre- 
pared from meter and other measuring- 
rastrument readings, is shown in Form 7. 


Monthly InterpJant Cost Transfers 


The water plant uses steam from the 
steam plant, and the steam plant uses 
electricity from the electric plant. The 
production sheet shows the quantity of 
steam used by the water plant and the 
quantity of electricity used by the steam 
plant. The last month’s records will 
show the unit cost of producing steam, 
and the unit cost of producing electricity, 
and the quantity of steam used by the 
water plant is priced at last month’s unit 
rate, and the quantity of electricity used 
by the steam plant is priced likewise at 
last month’s electric rate. 


Entry is then passed on the books as 
follows: 


WATER PLANT LEDGER.... xx 
ToSTEAM LEDGER...... xx 
For charging former with steam 
consumed. 
STEAM PLANT LEDGER..... xx 
To ELECTRIC PLANT 
LEDGER e-.0 8 v4 
For charging former with electri- 
city consumed. 


The water plant ledger account will 
then show what is considered to be the 
total cost of operation. The monthly 
plant production sheet will show the 
production of the water plant, and the 
total cost of operation, divided by the 
number of cubic feet of water turned out, 
will give the cost per thousand cubic 
feet. The monthly plant-production 
sheet will also show the quantity of 
water consumed by the steam plant, by 
general building operations, and by the 
tenants. The quantity so consumed is 
priced at the unit cost and the amount 
chargeable to each of the accounts is 
ascertained. Entry is then passed to 
close out the water plant ledger account 
as follows: 


STEAM PLANT LEDGER... xx 
GENERAL BUILDING LED- 
GER xx 
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OF SALES TO TEN- 
ANTS, WATER... xx 
To WATER PLANT LED- 

GER. Pn xx 
For charging former with cost of 
water consumed. 


COST 


The steam plant ledger account will 
now show total cost of operation, in- 
cluding water service and estimated 
electric plant service. The monthly 
plant production sheet will. show the 
steam produced and used by the water 
plant, the electric plant, the general 
building, and the tenants. The total 
cost of operating the steam plant divided 
by the number of thousand-pound units 


July 


of steam consumed by these four general 
classifications of consumers, will give the 
unit cost per thousand pounds of steam 
used by each. The consumption charge- 
able against each, multiplied by the unit 
cost, will give the total amount to be 
charged to each. After these amounts 
are determined, entry is passed as 
follows: 


ELECTRIC PLANT LEDGER. xx 
GENERAL BUILDING LED- 
GER. XX 
COST OF SALES TO TENANTS XX 
ToSTEAM PLANT LEDGER xx 
For charging former with cost of 
steam consumed. 


Monthly Plant Production Sheet 


RECEIPTS: 
Ciftyemeter 1)... . ee epee. eee 
Citysmeter 2... : Siepeerers. to. one 


‘Lotal receipizape ae iss... 02. 


WATER CHARGED TO: 


Steam plante:...... Meee. ae 
General building . 3 )...%.. ino ace 
‘Lenants.; ¢..:. :.. dee ee ae 


Ss team Plant 


TOTAL STEAM DEVELOPED. 


STEAM CONSUMED BY STEAM PLANT: 


By, feedspumps . .Saee ) e eee 


By ash conveyor . 
By tube cleaners . 


By blowers and feed water . 2 ; 


Permissible loss 5%. . 


STEAM CHARGED TO: 


)Water/plant:.. .: ieee. eee 
Electricplant.... see ee 
General ppuiging ears)» bei uate! 


Tenants. 


Electric Plant 


KILOWATT-HOURS DEVELOPED: 


Unitslvand 2, metemie. >. .i 72.270... 
Unit's; meter 2.. See... fee 
Unit 4; meter’3 . ‘Gees. .> toe 2 le 


Unit 5, meter 4..... 


Total kw.h. developed. ....... 
ELECTRICITY CONSUMED BY ELECTRIC PLANT: 


Feeder losses (3%) . 
Lighting 
Power s...2: 


aocaly (c., 


ELECTRICITY CHARGED “LO: 
Steam plant _ 


General buildin’ aan 
Tenants 


© 8 © «© 6) C-—Pw I. Eel ale ofa. @ (0 6's. s be 8 


© ¢ © « ‘a.cfeiierewt@ ls) ter cefieiis (ae 6 © @ s. = o 


to ge 19.. 
GUE 
201,500 
2 td 0 eee 295,500 
lee 497,000 
clic Jo ae 127,604 
oe 205,231 
NE Sapna ee 164,165 
497,000 
Lbs. 
9,925,151 
. ieee 416,357 
79,800 
24,000 
... ee 36,000 
92,186 
648,343 
‘gto oe 2,240) eee 
eee 3,687,700 - 
EMAC Pe 0! 4,846,004 
740,864 
eo 2) ee 9,276,808 
kw. hr. 
eg" 2 2 ee 29,790 
ho 4,246 
37,646 
2,072 
Bete RP em, 73,754 
Dae ea 
713 
: 2,895 
ii a eee 750 
ee he | 6,994 
3,211 
MRR ha aes 59,904 
oe Lee ee 70,859 | 


Form 7—Monthly Plant Production Sheet 
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It will be noted that no charge is_ 


made to water plant ledger account by 
this entry. A preceding entry has been 
made charging water plant ledger ac- 
count and crediting steam plant ledger 
account for the estimated cost of steam 
consumed by the water plant, based on 
last month’s unit rate. The difference 
between the actual cost at this month’s 
rate, after it has been ascertained, and 
the actual cost at last month’s rate, will 
still appear as a balance in the steam 
plant ledger account. The balance will 
be a debit balance if this month’s actual 
cost of steam used by the water plant is 
greater than the cost when priced up at 
last month’s unit rate. If the cost as 
priced up at last month’s unit rate is 
greater than actual cost at this month’s 
unit rate, the steam plant ledger account 
will show a credit balance. The balance 
is charged or credited to profit and loss 
account and the steam plant ledger 
account is closed. 

The electric plant ledger account will 
now show the total cost of operation of 
the electric plant. The monthly pro- 
duction sheet will show the kilowatt 
hours produced and used by the steam 
plant, by the general building, and by 
tenants. The total cost of operation 
divided by the number of kilowatt-hours 
used by the steam plant, by the general 
building, and by tenants will give the 
cost per unit to be charged to the other 
accounts. The value of the _ service 
rendered by the departments is then 
determined and an entry is passed as 
follows: 


GENERAL BUILDING LED- 
COST OF SALES TO TEN- 
. ANTS, ELECTRICITY.. xx 
To ELECTRIC PLANT LED- 
For charging former with elec- 
tricity consumed. 


xX 


XxX 


It will be noted that no charge is made 
to steam plant ledger account by this 
entry. A preceding entry has been 
made charging steam plant ledger ac- 
count and crediting electric plant ledger 
account for the estimated cost of elec- 
tricity consumed by the steam plant, 
based on last month’s unit rate. The 
difference between the actual cost at this 
month’s rate, after it has been ascer- 
tained, and the actual cost at last 
month’s rate, will still appear in the 
balance of the electric plant ledger ac- 
count. This balance is closed out to 
the profit and loss account, and the elec- 
tric plant ledger account is closed. 
This has been explained in detail in 
connection with a similar procedure for 
the steam plant ledger account. 


Monthly Plant Cost Sheet 


For managerial purposes the figures as 
to cost of operation of the water plant, 
the steam plant, and the electric plant 
are tabulated on a monthly plant cost 
sheet. This cost sheet is illustrated in 
form 8. 


Monthly General Building 
Cost Sheet 


After the foregoing has been com- 
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pleted, a general building cost sheet is 
prepared, as indicated by form 9. As 
has been indicated in a preceding para- 
graph, each tenant is charged for floor 
area on two bases—a ‘“‘primary”’ rate 
and a “‘secondary”’ rate. The primary 
rate represents an arbitrary amount, and 
the secondary rate is the actual cost of 
operation per square foot of the general 
building. Accordingly, a bill is prepared 
and sent to the tenant for the primary 


Monthly Plant Cost Sheet 
MON Of. 


UCAS wT... . AIM hens: or ne eSees 
Operations, is... . MMO. sas ae ke 
Water system irepairsme 2.5 Se oe 


Overhead charges: 


Insurancets::). . wee Soe Sh io 2s ke. 


maxes... . Ja 
Depreciation..... 


Total cost of operation...... 


COST OF WATER PER M CU. FT... 


Steam Plant 


< ‘see e) ss ace slo. es 


Fuel handling operation.............. 
Boilemoperation ... fae. 6.7.20. ess. 
Ash handling operation.............. 


Fuel handling repairs......... ee 


Boiler repairs...... 


Ash handling repairs . Rion ta < 


Overhead: 


Depreciation—machinery and equipment......... 
Instirancec® . . “Gaia es ice ee 
LAXCSER NE... . . GEMM OMate 3 tere Oe ts. 


Total cost of operation...... 


COST OF STEAM PER MLBB...... 


Electric Plant 


steam for engines Samy. k. ee 


Less: exhaust steam..... 


Net steamtrorengines*).. oa. 6 cca rh sae cs 
Enginerroomroperatione he it, a. ene eee a nc oe 
Engine-room repairs). .........00.... 


Overhead: 


Depreciation—machinery and equipment.......... 


Insurance... ..% 


AXCD RENEE... COMME eee cin toa, Wie 


‘Lotal) costvamoperation ss semis. cles 2 wit ate 


COST OF ELECTRICITY PER KILOWATT-HOUR te 


eee ee etwoeneaes we 


oe 2 © 0 eo eo ee 8 ow 8 
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w' 0 \e. 0 0: whe) wy wile ce oes 
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35,0) 608.0 ie: e948) si a1 (6) (6 © 


S) Je) (6) ath) is) elite’ e) we! ce. ko 


oc e ee ee ee ee oe 
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rate and a supplemental bill is prepared 
and sent to the tenant for the secondary 
rate. 

The general building cost sheet will 
show the cost per square foot for general 
building operation, which is used as the 
secondary rate. The number of square 
feet occupied by the tenant, multiplied 
by the cost per square foot as shown by 
the general building cost sheet, will 
give the amount to be charged against 


oe eo es © we os 


oe ee ee oe 


F 


Form 8—Monthly Plant Cost Sheet 
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each tenant. The total of these bills is 
charged on the general ledger to tenants’ 
ledger control account and is credited 
to sales to tenants, secondary, account. 
A correlative entry is also passed as 
follows: 


COST OF SALES TO TEN- 
ANTS, SECONDARY... 
To GENERAL BUILDING 
LEDGER. 
For charging former with cost of 
operation of building. 


Closing the Books and Preparing 
Statements 


After all of the foregoing has been 
accomplished, the only nominal accounts 
appearing on the books will be the profit 
and loss accounts, the sales to tenants 


xX 


xx 


Monthly General Building Cost Sheet 


Month of....... 


| Live steam for heating 
Exhaust steam for heating. .... 


Total steam for heating 


Total heating cost. 
Water—general service...... 
Water system repairs. . 


Total water service cost. .:.. 


| Electricity—general service... . 
| Lighting system repairs... . 


| Total electric service cost. ........¢.5-06.. 


| General building operation: 
| Janitor service 
Elevator service........ 
Watch service........ 


‘Total operation, costs. if i. a 1 sees ae Cee 


_ General building Sal 
Elevator . 
Painting and glazing . 
Carpentry and masonry . 


Sewerage +.§ Wetien os :5” oe eG 


Plumbing 5. ose 


Total repairs cost..... 
| Overhead: 
Insurance . / 
Taxes—fire and liability . 


Total overhead cost. . 


Total cost of operation......... 


COST PER SQUARE FOOT OF FLOOR AREA.... ; Der on he 


Heating system repairs. . 2.5... 00 e00.. 


Hite provection gees «panics! ant ee 
Administrativeoffice. . 4.2.5... 02 5- 


accounts, and the cost of sales to tenants 
accounts. These latter accounts will be 
closed out into profit and loss. 

The cost sheets will present to the 
management much of the information 
which is ordinarily contained in a profit 
and loss statement, and a summary 
statement of the sales accounts and the 
cost of sales accounts can be prepared. 
In addition, the post-closing trial balance 
will form the basis: for the preparation 
of the statement of financial condition. 
In passing, it should be noted that the 
accounts in the subsidiary plant ledgers 
and general building ledger will be ruled 
off at the time thé general ledger ac- 
counts are closed out, as has been in- 
dicated by entries which have been 
illustrated. 
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Form 9—Monthly General Building Cost Sheet 


Comm unity Singing} 


NDER the capable leadership of 
Joseph C. Myer, of the account- 
ing faculty, song nights were 

held at Pace Institute, New York, on 

the evenings of April 23, 24, and 25. 
On each evening the students of the 

evening school division gathered in the 


assembly room and joined in a varied 
program of favorite melodies, new and 
old. The program was so successful 
that song nights will become a regular 
part of the program of activities at 
Pace Institute. Day school for a long 
time has had community singing in its 
weekly assembly, which is held at 12:30 
each Monday. 
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Interesting Field Trips at 
Pace Institute, New York 


HE students of the Cavs school 

Division of Pace Institute, New 

York, recently made three interes- 
ting field studies. A detailed study of the 
work of the various departments of the 
National City Bank—the greatest com- 
mercial bank—was of exceptional value. 
Upon arriving at the bank, the students 
were divided into small groups. Each 
group was placed in charge of an ex- 
perienced conductor. These guides were 
veteran employees of the bank, and their 
complete and clear explanation of each 
detail of bank procedure was most 
interesting. The vault and the pneu- 
matic tube system received much atten- 
tion from the students. The labor-sav- 
ing qualities of the tube system and its 
contribution to the speed of the daily 
operations were clearly demonstrated. 
Relatively few persons, even those of 
long experience in business, have had 
the opportunity afforded to the students 
on this trip. 

The second study was of the opera- 
tions of the Steinway Piano Company, 
at Steinway,.L. I. The Steinway Piano 
Company has two factories at Steinway, 
and the students were conducted through 
both plants by Joseph Maschek, office 
manager and former Pace student. The 
Steinway Company, one of the oldest 
organizations in the piano industry, is 
unique in that it manufactures, in its 

-own factories, every part of the pianos 
it produces. The work of each depart- 
ment was thoroughly explained, and the © 
study of factory operations was of great 
value to the students. 

The third trip was to the Consolidated 
Stock Exchange, where the students had 
an opportunity to witness the operation 
of the exchange on a regular business 
day. In the course of the visit, many 
interesting points pertaining to the daily 
operations and the many transactions 
involved were explained. 

The three trips, it will be noted, cov- 
ered the range of banking, manufactur- 
ing, and stock brokerage—a noteworthy 
series of field studies of the utmost in- 
terest and value to the students who > 
participated. 


Alumni Luncheon, Pace 
Institute, New York 


HE second informal alumni Iunch- 

eon, Pace Institute, New York, was 

held at the Machinery’ Club on 
Saturday, May 17. Matters of im- 
portance pertaining to alumni activities 
were discussed, including plans for the 
annual alumni banquet to be held during 
graduation week in the fall. The feasi- 
bility of making the informal luncheons 
a regular monthly affair was also tie: 
cussed. 


ANNA F. DAVIDSON, Class A4106, 
has opened an office at .room 1419, 
Knickerbocker Building, 42nd Street 
and Broadway, New York, for nie 
stenographic work. 
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The Relation of Arbitration to the 
Profession of Accountancy 


The American Institute of Accountants, at its convention held in September of last year, made pro- 


vision for a Committee on Public Affairs. 


The work of this committee is to organize the writing and speak- 


ing abilities of the members of the Institute for the purpose of aiding in all public affairs in which the ser- 
vices of accountants, because of their financial and accounting training, would be especially useful. 

The committee is issuing a number of letter-bulletins, which are receiving wide distribution among 
business men throughout the country. The first of these letter-bulletins deals with the subject of Arbi- 
tration, which 1s being adopted as a speedy and economical means for the settlement of commercial dis- 


putes. 
of THE PACE STUDENT—Editor. 


RBITRATION—a method of settling dis- 
A putes between business men without resort 
to the courts—is rapidly becoming of im- 
portance in commercial affairs. The development 
of this practice, the endorsement of the general 
principle of Arbitration by the American Institute 
of Accountants, and the Institute’s suggestion 
that members and associates do what they can to 
encourage this movement, make Arbitration a 
subject of prime importance to accountants 
throughout the country. 

The endorsement of the Institute is contained in 
a resolution adopted at the annual meeting held in 
September, 1923, at Washington, D. C., as follows: 

“Resolved that the Institute give to the work of the 

Arbitration Society of America its support; that it 

communicate with its members throughout the country, 

urging them to be favorable to the introduction of the 
system of Arbitration in commercial disputes, and gen- 
erally do everything possible to forward the popularity 

of Arbitration, including services as arbitrators, when 

called upon so to act.’’ 

Careful study of the development of arbitration 
in the business life of the nation, and of its bearing 
on the profession of accountancy, has been made by 
the Bureau of Public Affairs. The bureau there- 
fore presents herewith the results of its investiga- 


The major part of this first letter-bulletin is reproduced herewith for the information of the readers 


tions. It makes definite recommendations as to 
what accountants should do, first, to aid in intro- 
ducing Arbitration and, second, to develop pro- 
fessional practice with respect to the performance 
by accountants of ‘duties.as arbitrators, or as in- 
vestigators or consultants in arbitrated cases. 

The arbitration of commercial and business dis- 
putes is a distinct step forward from the custom of 
taking to the courts cases which involve only ques- 
tions of fact.,.It is the belief of the committee 
that the development of ‘Arbitration presents to 
practising accountants an opportunity to be of 
distinct service to their clients and the community, 
and to benefit accountancy. . By employing Arbi- 
tration, business men may obtain prompt decisions 
and settlements of their differences, and at the 
same time may aid in relieving the congested 
condition of court calendars. 

Arbitration is just coming into use in the business 
world. Accountants, in their capacity of business 
consultants and advisers, have an opportunity to 
be of aid in the enactment of enabling legislation 
in about forty of the states. Public service in this 
direction will be useful to business men and will 
undoubtedly serve to strengthen the position of 
accountants. 
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The Arbitration Society of America, 115 Broad- 
way, New York City, is the organization, nation- 
wide in scope, directing the work of promoting the 
enactment of Arbitration statutes, and of setting 
up and conducting Arbitration tribunals. Moses 
H. Grossman is acting president; Charles M. 
Schwab is chairman of its general committee; and 
its board of governors includes such well-known 
men as Franklin Simon, Bainbridge Colby, Arthur 
S. Tompkins, James A. O’Gorman, William C. 
Redfield, Samuel McRoberts, Jules S. Bache, 
Charles L. Guy, Almet F. Jenks, Frederic Ker- 
nochan, and Frank H. Sommer. Officials of the 
Arbitration Society have assisted the Bureau of 
Public Affairs of the Institute in its study of Arbi- 
tration, and many of the facts in this bulletin were 
obtained from that source. 


What Is Arbitration? 


Arbitration is a legally recognized method of 
settling differences between business men without 
ordinary litigation. Decisions are obtained by the 
submission of facts to one or more arbitrators, 
whose award is binding and legally enforceable. 
When disputants sign an agreement to arbitrate, 
this agreement, under approved arbitration laws, 
is irrevocable; neither side can withdraw, and both 
must abide by the decision. 

Arbitration is a method of co-operating with the 
courts. It is in no sense a rival of the courts, but 
it is a method of obtaining a settlement of points 
in dispute in a few days, or weeks, instead of by 
litigation extending over the months or years 
required to take a legal action through the courts. 

Hearings are held in private—there is no pub- 
licity. Each side tells its story in its own way. 
Rules of evidence do not exclude matter which the 
arbitrators believe has a bearing on the case. 

Arbitrators may be chosen from a list of volun- 
teers who serve without pay, or the disputants may 
agree on one or more arbitrators, and make their 
own arrangements as to fees. Disputants may be 
represented by counsel if they so desire, and may 
introduce, at their own expense, such expert testi- 
mony as they wish. 

Arbitration tribunals are not trade courts exclu- 
sively; there are no limits to the scope of their 
public service. 

Agreements to submit actionable differences or 
controversies to arbitration are called ‘‘submis- 
sions.’’ They are written agreements, upheld by 
the law in some states as binding and irrevocable. 

Arbitrators, under the approved laws, have the 
power to subpoena witnesses, compel production of 
books and papers, and in almost all essential re- 
spects, to exercise the same authority with which a 
judge is clothed in the conduct of a trial. 

The awards of arbitrators, under the approved 
laws, may be confirmed by the court if so desired, 
and they then become a judgment of that court. 
In a majority of cases the awards of arbitrators are 
not entered on court records,’ the provisions being 
carried out by the disputants without an order from 
the court 
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Present Legal Status 


Arbitration laws, making arbitration valid, irre- 
vocable, and enforceable, are now in effect in New 
York and New Jersey. Other states, such as 
Idaho, Illinois, Kansas, Maine, Massachusetts, 
Nebraska, North Dakota, Tennessee, Texas, Utah, 
and Wisconsin, also have arbitration laws, but 
these are not fully satisfactory, as they permit a 
withdrawal of a disputant after he has signed an 
agreement to arbitrate, or contain some other 
loop-hole. The amendment of these laws is 
desired. 

A similar measure, affecting practice in federal 
courts and providing for the arbitration of inter- 
state and maritime disputes, is now pending in 
Congress. This measure was introduced by Sena- 
tor Thomas Sterling and Congressman Ogden L. 
Mills. 

There are thirty-five states in which the first 
steps for legalization of Arbitration have yet to be 
taken. Measures are being considered in states 
whose legislatures convene this year and next year. 

Requests for co-operation in obtaining the enact- 
ment of Arbitration laws have been received by the 
Arbitration Society of America from Arizona, Cali- 
fornia, Colorado, Connecticut, District of Colum- 
bia, Florida, Georgia, Idaho, Indiana, Michigan, 
Minnesota, Missouri, Nebraska, North Dakota, 
Oklahoma, Pennsylvania, Tennessee, Texas, Wash- 
ington, West Virginia, and Wyoming. 

General Steps to Be Taken 


The general steps to be taken on behalf of Arbi- 
tration may be summarized thus: | 

1. The public, particularly business men and 
women, should be educated as to the advantages of 
arbitration. | 

2. Approved Arbitration laws should be enacted 
in all states and territories of the United States 
which do not already have such laws. 

3. Business men and women should be encour- 
aged to have clauses providing for the arbitration 
of commercial disputes involving questions of fact 
inserted in contracts. 

4. A list should be made (and published) of men 
and women willing to serve as arbitrators, either 
with or without compensation. 

5. Trade organizations should be encouraged to 
co-operate in general Arbitration tribunals. 


Experiences of Accountants * 


A public arbitration tribunal has been conducted 
in the City of New York for a year and one-half. 
At the request of commercial organizations and 
others interested in furthering arbitration, many 
men prominent in the community agreed to serve 
as volunteer arbitrators, without fee. Others ex- 
pressed a willingness to serve as arbitrators, the 
fees to be fixed in proportion to the amounts and 


the time involved in the various cases in which > 


they were called to act. . 

Among those who consented to serve as arbitra- 
tors were a number of practising accountants of 
New York and New Jersey. These men have been 
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called upon and have served to the complete 
satisfaction of the disputants. In many of the 
cases very few hearings were found to be necessary 
and but little of the accountant-arbitrator’s time 
was required. 

One accountant reports that he neglected to 
make inquiry, before accepting an invitation to 
serve as arbitrator in a certain case, as to how much 
time would be required and as to the nature of the 
points in controversy. As a result he has been 
compelled to hold more than thirty hearings and 
the case is not yet finished. This accountant 
believes that it is advisable for those who are asked 
to serve as arbitrators, to make inquiry as to the 
nature of the case and the amount involved so that 
an approximate agreement as to compensation 
may be reached in advance. 

No matter whether an accountant serves as a 
volunteer arbitrator or on the basis of fees, he may 
feel that he has performed an important public 
service—a service that enabled disputants to reach 
a prompt and economical settlement of their 
differences and that has relieved to some extent 
the congested court calendars. 

In one state, practising public accountants have 
interested themselves actively in a campaign for the 
enactment of a law providing for arbitration of busi- 
ness disputes. They are co-operating with com- 
mercial organizations and other bodies. 


A Dignified Public Service 


Model arbitration laws, such as the 1920 New 
York statute, confer on arbitrators the powers of 
judges. They become, in effect, officers of the 
courts. The responsibility thus placed upon an 
accountant when chosen to serve as an arbitrator 
is in accord with the responsibilities involved in 
other public services which the profession of ac- 
countancy may reasonably be expected to assume. 
Practising accountants have not shirked their duty 
to the public in the matter of commercial arbitra- 
tion, as shown by the work of those who have 
served as arbitrators. In fact, these men: have 
brought additional lustre to the profession. 


Ways of Encouraging Legislation 


Comparatively few of the states and territories 
have as yet enacted laws providing for the arbi- 
tration of business disputes, giving full legal force 
and effect to decisions of arbitrators, and pre- 
venting the withdrawal of one of the parties after 
an arbitration agreement has been signed. 

If your state has no such law, your efforts in 
behalf of arbitration might well be directed to 
organizing, stimulating, and directing sentiment 
for the enactment of such legislation. 

One very effective method of demonstrating the 
advantages of arbitration of business disputes in 
states where it is not provided for by law, is to 
bring about the submission of differences to arbi- 
tration. Though the decisions of the arbitrators 
in such cases could not be enforced by law, the 
mere fact that the disputes were submitted to 
arbitration will, in a large majority of cases, bring 
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about their amicable adjustment and, at the same 
time, serve as an example for other business men. 

Co-operation with commercial organizations and 
bar associations in your state, to secure the intro- 
duction of a model arbitration law based on the 
New York and New Jersey acts, would be a great 
help. For example, you might be able to present 
the matter to the members of a business men’s 
club, a chamber of commerce, or a trade organiza- 
tion. 

Accountants, because of their confidential rela- 
tions with clients, are in a position to point out the 
advantages of this recent development in business, 
and at the same time to perform a public service. 


What It Means to Serve as an Arbitrator 


To be called upon to serve as an arbitrator is 
regarded as a mark of respect and a high honor. 

Under the existing laws in several states, arbi- 
trators are invested with the powers of judges. 
Their decisions are enforceable at law, just as is a 
judgment of a court of record. 

Arbitrators in such states are empowered to call 
witnesses and to require the submission of papers 
and books. They have the right to say what 
evidence shall be admitted, and the practice is to 
receive everything bearing on the case at issue, 
the restrictions of the rules of evidence being 
removed. ; 

The arbitrator allows each side to present its 
case and tell its story in its own way, producing 
such witnesses as it may see fit. 

Attorneys are not’ barred and may represent 
one or both of the disputants. They are frequently 
called upon to act as arbitrators. 

Arbitrators, after weighing all the evidence, hand 
down a decision which may later, under approved 
laws, be entered as a court record if either or both 
sides desire. It has all the weight of a court 
decision. 

Arbitrators hold their hearings in private. This 
is one of the advantages of arbitrating business 
disputes as there is no attendant publicity. 

The spirit of conciliation, but not the spirit of 
compromise, should prevail in all hearings, and 
arbitrators should endeavor to remove all doubts 
and misunderstandings between the disputants. 


Mode of Operation 


To bring about the arbitration of an existing dis- 
pute, disputants are first required to sign an agree- 
ment to submit the matter to one or more arbi- 
trators. 

The parties then agree upon one or more arbi- 
trators, who may be chosen from lists submitted by 
the arbitration tribunal in their locality, or who 
may be men suggested by the disputants them- 
selves. 

The hearings are held at the time and place 
agreed upon by the arbitrator and the disputants. 

At the conclusion of the hearings a decision is 
rendered. If an award is found necessary, the 
arbitrators usually express their reasons for the 
award. 
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The whole transaction is usually undertaken and 
consummated in a brief period of time and at a very 
small percentage of the cost of a court action. 


Upheld By Court Decisions 


Decisions recently handed down by the Supreme 
Court of the United States and by the Appellate 
Division of the Supreme Court of the State of New 
York uphold the principle of commercial arbitra- 
tion and declare arbitration agreements to be valid 
even without enabling statutes, although specific 
remedies cannot be invoked unless they have been 
provided by statute. 

The case that went to the United States Supreme 
Court involved also a decision by the New York 
Court of Appeals. The case, which was in ad- 
miralty, involved a contract between a steamship 
company and a company which chartered one of 
its boats. A dispute arose as to whether or not the 
master of the chartered vessel had made a certain 
voyage with proper dispatch, and hence, whether 
or not certain ‘amounts paid by the charterer 
should be returned. The charterer attempted to 
have the case taken into admiralty court, holding 
that the New York contract with its arbitration 
clause was no barrier. The decision is that the 
New York contract is enforceable and that the 
parties must proceed to arbitration. The decision 
states: “‘New York had the power to confer upon 
its courts the authority to compel parties within 
its jurisdiction to specifically perform an agree- 
ment for arbitration, which is valid by the general 
maritime law, as well as by the law of the state, 
which is contained in a contract made in New 
York, and which, by its terms, is to be performed 
there.”’ 

The decision was written by Judge Brandeis, 
and all but one of his associates concurred. 

In the second case, the decision by the Appellate 
Division of the Supreme Court of the State of New 
York upholds the right of an arbitrator to make 
personal investigation of the facts in an issue before 
him, in an honest effort to arrive at a just 
-award. 


In this case one of the parties after an award had 
been made and confirmed by the courts, moved for 
a re-argument on the ground that the arbitrator 
made personal investigations after the hearing and 
considered statements of persons who had nocon- 
nection with the proceeding, and thus, that the 
petitioner was denied the opportunity: for cross- 
examination. The court vacated the award on 
the ground of misbehavior on the part of the arbi- 
trator, but an appeal from this order of the court 
resulted in a unanimous decision by the Appellate 
Division of the Supreme Court, which vindicates 
the arbitrator and reverses the order vacating the 
award. 


In both of these cases it is brought out that if one 
of the parties to an arbitration agreement is un- 
willing to proceed to an arbitration, the court is 
empowered to name an arbitrator for him and to 
compel him to proceed to arbitration. 
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Sample Clauses for Arbitration Contracts: 


Two model clauses have been suggested by the 
Arbitration Society of America for inclusion in 
contracts providing for arbitration. The second 
clause, it will be noted, is suitable for use when 
disputes are to be arbitrated in accordance with 
the rules of a board of arbitration. The clauses 
follow: 

“Any dispute arising under, out of, in connection 
with or relation to this contract shall be submitted to 
Arbitration in accordance with the laws of the state 
(a) PE " 

“‘Any dispute arising under, out of, or in connection 
with or relation to this contract, shall be submitted to 
Arbitration under the rules of the Board of Arbitration 
of the.........0:.-00.:-.... Which Prulegeee meee 
parties hereto, have read and do hereby accept.”’ 

Accountants May Help From the 
Service Point of View 


First: Accountants may address public and 
quasi-public organizations and-trade bodies ad- 
vocating the use of Arbitration, and the inclusion 
of Arbitration clauses in contracts. 


Second: Accountants may assist in Arbitration 
legislation in the states and territories which have 
no such laws, or in which strengthening amend- 
ments are needed. 

Third: Accountants may, if they desire, offer 
their services to arbitration tribunals as volunteer 
arbitrators, and they may assist in securing the 
co-operation of trade bodies with arbitration tribu- 
nals. It is pointed out by the Arbitration Society 
that it is the almost universal feeling among men 
of affairs that few functions in life hold more of 
usefulness, dignity, and honor than that of acting 
as an impartial judge between men in their honest 
differences. 


Public 


Accountants May Help From the Professional 
Point of View 


First: Accountants may recommend the prin- 
ciple of Arbitration to their clients, suggesting that 
business contracts be made to include a clause 
providing for the Arbitration of disputes which 
may arise from these contracts. 


Second: Accountants may act as arbitrators 
and as advisers to disputants when called upon to 
do so. Fees for services as arbitrators may be 
agreed upon in advance, and may fairly bear rela- 
tion to the amount involved in the case and to the 
number of hearings which may be required. 


Third: Accountants may perform investigative, 
auditing, or other accounting work for clients who 
submit matters to Arbitration. A majority of 
cases will be settled on the basis of statements and 
accounts, for the preparation of which the services 
of accountants will be needed. 


Additional Information 


Additional information may be obtained from the 
Arbitration Society of America, 115 Broadway, 
New York, N. Y. The Bureau of Public Affairs of 
the American Institute of Accountants will be glad 
to answer inquiries and will make public late de- 
velopments from time to time. 
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Cost Accounting for the Manufacture 


of Tanning Extracts 
By Howard L. Gibson, 
Secretary, The American Manufacturers Foreign Credit Underwriters, New York 


Many special kinds of manufacturing are found 
throughout the industrial world. Some of the 
most interesting of these industries are based on 

. chemicaf processes or are related to such pro- 
cesses. In order to provide information with 
regard to an interesting industry of this char- 
acter, and to illustrate the general applicability 
of the principles of cost accounting, the following 
article on the manufacture of tanning ‘extracts 
has been prepared.—Editor. 


[: times past, all the leather industries produced 


their own tanning extracts, and this is still true 

of a few of the larger tanneries. These ex- 
tracts were obtained by a process known as leach- 
ing, which at best was very unsatisfactory because 
of the necessary expensive labor and overhead 
involved. Also, the extracts procured in this 
manner were not of a uniform nature, since the raw 
materials varied as to color, tannin strength, and 
various other constituents, and because the tan- 
neries were primarily interested in the manufacture 
of leather, not the extract. 

These conditions gave rise to separate industries 
that specialize in producing uniform extracts and 
blends. The raw materials consist of vegetable 
substances containing tannin or tanic acid, which, 
for the most part, are imported into the United 
States. Some of the more important raw materials 
are quebracho wood, found in Argentine and Para- 
guay; cork oak bark, from Spain; wattle bark, from 
the Natal wattle; the myrobalan nut, chestnut oak, 
and hemlock fir bark, found in the United States. 

By far the most important raw material is the 
quebracho wood; and, since from this the bulk of 
the extract is produced, quebracho will be used in 
tracing the work operations in the production of 
tanning extracts. 

The word ‘‘quebracho’”’ comes from the Spanish 
“‘quebrahacho,’’ meaning axe breaker. The wood 
has very peculiar qualities. It is a rusty-iron color 
when weathered, is very difficult to ignite, is so 
hard that it cannot be worked by the ordinary 
carpenters’ tools, but must be machined as metal, 
and is nearly half again as heavy as water. The 
greatest commercial value of the wood is in the 
extraction of tannin, of which it yields twenty per 
cent. by weight. 

The raw material arrives in the log form, stripped 
of bark and outside coating of sap wood. The 
logs run about fifteen feet long by one foot in 
diameter and weigh nearly one-half ton each. 
They are stored in the open, there being negligible 
deterioration from exposure due to their rugged 
‘texture. 


These logs are transferred from the storage pile 
by mechanical conveyances to the first stage of the 
process, called the ‘‘chipper.’’ In this chipper, the 
log is forced against large revolving blades by 
means of a power worm screw and is cut into small 
chips. 

The chips are conveyed to a large vertical cooker 
called an ‘‘extractor,’’ where, after water is added, 
they are subjected to a live steam treatment for a 
period of from twelve to fifteen hours. As the 
tannin is extracted and drawn off at the bottom to 
raw liquor storage tanks, fresh water is added from 
time to time at the top of the extractor. The spent 
chips remaining in the extractor are dumped into 
the boiler-room to be used as fuel. These spent 
chips now possess only from one-half to one per 
cent. tannin and are readily burned. 

The raw liquor is next run into an evaporator, 
where it is boiled down to approximately thirty- 
five per cent. tannin content. From the evapora- 
tor the liquor goes into a mixer, where sodium 
bisulphite is added, making the solution soluble in 
water and thus suitable for the leather industries. 
Various blends of the finished product are procured 
by other vegetable tannins in this mixer vat. 

The finished product is then held in storage tanks 
ready for barreling or loading in tank cars as the 
demand calls for. In some instances a solid form 
is desired, and this is obtained by carrying out the 
process in the evaporator to the point where the 
extract will become solid when run out and cooled. 

As this is clearly a continuous process industry, 
the cost accounting is comparatively simple. 

To the cost of raw material are added all inward 
charges, weighing and unloading, making up the 
wood inventory. 

The value of the spent chips used for fuel is 
figured on an arbitrary basis. It has been found 
that about three tons of chips give the heat equiva- 
lent of one ton of coal; or, in other words, that one 
ton of chips is equal to one-third the cost of one 
ton of coal. The tons of chips that go to the boiler- 
room during the accounting period are accordingly 
valued at one-third the inventory price per ton of 
coal. This amount is charged to steam and de- 
ducted from the cost of wood taken from the wood 
inventory and used in process during the period. 

The remaining cost of the wood, after the fuel 
value deduction, is charged to a manufacturing 
account called ‘‘chips.’’ The reason for this ad- 
justment before the charge is made to the account 
Chips is so that this account will show at all times 
the actual cost of the wood that is used in manu- 
facture, as a portion of the original cost is avail- 
able for fuel purposes. No inventory is kept of the 
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spent chips in the boiler room because they are 
consumed in the boilers as quickly as accumulated. 

To the account Chips is added the operating 
account Chipping, the latter account including the 
expenses incident to operation, such as labor, 
steam power, depreciation, and repairs. 

From Chips the material goes into Work in 
Process. Here it receives the cost of extraction, 
treating, chemicals, steam power, labor, and the 
materials used when a blend is desired. 

The Work in Process is then credited and Cost of 
Manufacture charged with the finished product. 
To Cost of Manufacture are added all factory 
overhead expense accounts, such as Insurance, 
Miscellaneous Factory Expense, Depreciation, 
Taxes, Water, and Laboratory. These accounts 
are allocated to the different products manufac- 
tured during the period on the basis of weight of 
the finished goods. 

From Cost of Manufacture the product is trans- 
ferred to Finished Product, where it receives the 
cost of barrels and labor of barreling. Since the 
barrels are not returnable by the customer, their 
price is included in the finished product. 

The goods sold during the period are credited to 
Finished Product and charged to Cost of Goods 
Sold. The costs of handling and loading and all 
prepaid freight are added to this latter account, 
and at the end of the period, it is closed out into 
Profit and Loss. 

The above procedure gives at all times a per- 
petual inventory of raw material, chips ready for 
process, work-in process, and finished goods. It 
also shows the cost of the various operations under 
separate accounts, these nominal accounts being 
closed out into their respective inventory accounts 
at the end of each period. 

Separate exhibits are prepared for each product 
showing the gross profit in the usual manner, as 
under: 


Lotal sales ss. hie k he eee 6 Le en XxX 
Inventory atibeginning:.’ 9). Gok eee ee ex 
Purchases (002. ¥ chalice s! tui eee eee 
Usediin mamufacttres0-).., pean eee se. 4 
FExpénses 3452/5 iis ss Beatie se cle cc ee xx 
Less inventory atiend ../7\.) toe ae ee ee xX 

Cost’of goods sold Sa). 0 yee eee ox 

Gross profits.:\,...l ies urate: eas eee ee xx 


The captions “inventory at beginning,” pur- 
chases,”’ “expenses,’’ and “‘inventory at end’ are 
supported by schedules showing in detail how they 
are made up. The ‘‘expense”’ schedule gives the 
cost of each operation applicable to the class of 
product. 

A summary statement gives in a condensed form 
the total sales, cost of goods sold, and gross profit 
or loss on each kind of product as shown by the 
exhibits. The total of these profits and losses 
gives the gross results for the period. From this 
are deducted the General Administrative and 
Selling Expense, also suported by schedules, 
giving the net profit and loss. 
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It has been found more satisfactory to deduct the 
General Administrative and Selling Expense from 
the gross profit of all the products rather than 
to attempt to prorate it over the various products 
and deduct it from the gross profit of each as shown 
by the exhibits. Such a distribution is purely 
arbitrary and is of no special statistical value. 

A convenient method of recording the goods used 
in producing blends will be found by means of the 
voucher record. In some cases a finished product 
is used, and in others a raw material is used to 
make the different grades or blends of the finished 
goods. In either case, the COST, not the market 
value, is entered in the sales journai and charged to 
an arbitrary account, or the account of the com- 
pany itself is opened in the accounts receivable 
ledger. A voucher is then prepared giving in 
detail the material used and entered in the voucher 
record, charging the proper work-in-process account 
and crediting Accounts Receivable Controlling 
account and the arbitrary account, or the account 
of the company itself, as the case may be. In 
this way all re-manufacture, as it is called, can be 
handled in the regular books of entry without neces- 
sitating a journal entry or some special procedure. 

The goods are sold to the customer on the basis 
of tannin content. This eliminates his paying for 
the water and other non-tannin ingredients in the 
extract, although these are quite essential to the 
treating of leather. 

The exact percentage of tannin in the extract is 
determined by the official method of the American 
Leather Chemists Association. This analysis re- 
quires two days and is usually not completed until 
after the date of shipment of the goods. To ac- 
commodate this lapse of time, a provisional invoice 
is issued to the customer at the time of shipment on 
ninety per cent. of the selling price, based on a 
thirty-five per cent. tannin content. The differ- 
ence in the amount of the sale as determined by the 
laboratory analysis is adjusted on the final invoice 
which follows upon receipt of analysis. 


The Growing Importance 
of the Business Woman 


OME interesting facts relating to the growing 

S importance of the woman in business are dis- 

closed in a recent article published in the 
New York Telegram and Evening Mail. 

The pay-rolls of the state departments of New 
York show that the women far outnumber the 
men in state positions. This condition is pertinent 
to some of the high positions, as well as to less 
important and minor _ positions. Women are 
found serving the state in positions requiring the 
greatest confidence and the assumption of technical,. 
executive, and managerial responsibilities. 

Several women serve as commissioners in state 
departments—Miss Frances Perkins, of the State 
Industrial Commission; Miss Harriet May Mills, 
of the State Hospital Commission; and Mrs. 
Charles Bennett Smith, of the State Civil Service 
Commission. 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 


deemed to be of general interest to readers of The Pace Student. 


A communication, in order to re- 


ceive attention, must contain the name and address of the person asking the question. 


NOTICE a difference of opinion in several 

treatises On corporation accounting with regard 
to shipping department expenses and _ salaries. 
Some authorities seem to consider them selling ex- 
pense; others seem to consider them manufacturing 
cost in the case of a manufacturing corporation. 
Your views with respect to this matter, with the 
reasons therefor, will be appreciated. 
Answer: 

There is no set rule which can be followed in 
stating the exact location of a particular item of 
expense with reference to every Profit and Loss 
Statement. Each item should be classified in 
such a manner that the fullest information possible 
‘may be given. 

The term “selling expense’’ is by common con- 
sent applied to the costs of inducing and negotiating 
sales, and it embraces such items as salesmen’s 
salaries, salesmen’s traveling expenses, advertising, 
and the like. If shipping department expenses 
are no part of the cost of inducing or negotiating 
sales, then it would seem that they should not be 
considered under the heading of Selling Expense. 

As to whether they are manufacturing costs, it 
likewise depends upon the specific circumstances 
attaching. Manufacturing cost embraces all ex- 
penses and costs necessary to bring the product 
to the state in which it is offered for sale. Any 
expenses incurred subsequently thereto are not 
costs of manufacturing. 

Shipping department expenses may under some 
circumstances be legitimately included as a part of 
manufacturing cost. For example, if when an order 
is placed it is contracted that it will be delivered in 
a certain specified style of package, the cost in 
the shipping department of putting it into that 


package would be necessary to bring it to the state ~ 


in which it is offered for sale. This applies partic- 
ularly to machines and similar articles. 

On the other hand, if the shipping department 
expenses are incurred merely to pack product in a 
convenient manner for shipping, then it is no part 
of bringing the article to the state in which it is 
offered for sale. 

We believe the most general practice is to con- 
sider shipping department expense as a subdivision 
of general expense incurred, rather than as manu- 
facturing cost or as selling expense. 


of oil leases. For the consideration of 
$40,000, they are giving a one-half interest 
in a 160-acre tract. I believe there will be about 
50 separate and distinct syndicates, and it takes 


M: concern is now syndicating several tracts 


approximately two months to sell $40,000 to. 


subscribers. 


In this connection it is believed necessary that 
we have the following records to ascertain certain 
information at any given time: 

1. Sales Register—Showing amount subscribed 
and proportionate interest to $40,000 of each 
subscriber. 

2. Daily Cash Received Vouchers—These are 
posted daily to Cash Received Record. 


3. Disbursed Voucher Record—Distributing 
bills to the various accounts, such as Office Ex- 
pense, Salaries, Commissions, Telephone and 
Telegraph, Rent, Subscription Refund, Lease 
Expense, etc. 

4. Cash Disbursed Sheets—Listing daily checks 
issued, which totals are: posted daily to Cash Dis- 
bursed Record. 

5. Subscription Ledger—Showing each sub- 
scriber’s holdings—whether in Syndicate No. 1, 
2, 3, or all. 

6. Certificate Register—Showing the certifi- 
cates of interest issued when the subscriptions are 
fully paid. 

7. General Ledger. 

My employer insists that a separate set of books 
be kept for each syndicate, but also insists that 
only one bank account be maintained for all 
syndicates combined. I have set up the above- 
mentioned books of record, but cannot see clearly 
how I can maintain one bank account efficiently. 

Before Syndicate 1 is closed, sales are made on 
Syndicates 2 and 3. This of course necessitates 
issuing checks (which run consecutively) in perhaps 
the following manner. 

Check 1—Chargeable to Commissions, Syndicate 1 
cs 


ypu 7 é 2 
CE aig, oak « “ Salaries, r 1 
Sy ae ee i “ Commissions, 7 3 


Will you please advise me of a simple method of 
keeping books for this business? 


Answer: 


Unless we were able to make a thorough investi- 
gation of the business, we would find it imprac- 
ticable to comply fully with your request, since a 
system that answers in one organization might 
be entirely unsuited to another. 

In general, the records you have mentioned and 
numbered one to seven, inclusive, in all probability 
will answer your problem. The problem as to the 
custodianship of the cash is a legal one, on which 
you should seek the advice of your counsel. If it is. 
at all admissible to pool the cash, care must be 
taken to safeguard the interests of each syndicate, 
regardless of the operations of the other syndicates. 
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URING the first year of existence of our 
D company (1921) it lost $3,000.00 after 
making due allowance for depreciation, and 
the like. During the second year we made a 
profit of $3,500.00. During the third year we 
made a profit of $8,000.00. In most of these 
years we charged to bad debts only actual losses, 
and we did not deduct anything for dividends. 
When closing the books for the purpose of de- 
termining tax, can I hold a certain amount of 
profits as a reserve for bad debts and for dividends 
that the directors may declare; or is the tax to be 
calculated on our $8,000.00 profit less the $2,000.00 
exemption? Is it good practice to deduct divi- 
dends of one year during the next year? If not, 
how should the dividend account and the sur- 
plus account be handled? 


Answer: 


It is the policy of The Pace Student in general 
to refer our subscribers who inquire about income 
tax matters to the Treasury Department. How- 
ever, you raise several questions of theory and for 
that reason we are answering your inquiry. 

The income tax regulations with respect to cur- 
rent returns (that is, 1924 returns) permit of the 
setting up of a reasonable amount for reserve for 
bad debts, when computing taxable income. On 
the other hand, dividends are not expense of con- 
ducting a corporation’s business and, therefore, no 
deduction from taxable income may be taken in 
respect to dividends declared. 

Furthermore, it is not proper accounting to set 
up dividends which have not been declared, and 
this is irrespective of tax matters. A dividend 
becomes a liability on the corporation only upon 
its being declared. 

When a dividend is declared, entry should be 
passed as follows: 


SURPLUS iia24 C5 Seat. 49. Ge ee ee ee ee 
Lo: DIVIDENDSPAY ABLE ate eee XX 
To set up dividend declared by Board of Directors 
On ase , 19...., per resolution recorded 
in the Minute Book, page ..... 


When the dividend is paid, entry would be passed 
as follows: 
DIVIDEND PAYABLE 2 eae eee 


10 (CASH eye kad. oko 1 ee <x 
For payment of dividend. 


You will be interested to note that there is a 
possibility that you may deduct the $3,000.00 loss 
sustained during the year 1921 from the $3,500.00 
profit made in the year 1922. This is by virtue of 
paragraph (b) of Section 204 of the Revenue Act 
of 1921, which is as follows: 


“If for any taxable year beginning after Decem- 
ber 31, 1920, it appears upon the production of 
evidence satisfactory to the Commissioner that 


any taxpayer has sustained a net loss, the amount | 


thereof shall be deducted from the net income of 
the taxpayer for the succeeding taxable year; and 
if such net loss is in excess of the net income for 
such succeeding taxable year, the amount of such 
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excess shall be allowed as a deduction in computing 
the net income for the next succeeding taxable year; 
the deduction in all cases to be made under regu- 
lations prescribed by the Commissioner with the 
approval of the Secretary.”’ 

For the year 1924, the provisions, with respect 
to the deduction of losses as indicated in the above 
quotation from the 1921 Revenue Act, have been 
somewhat changed. The new provisions are con- 
tained in Section 206 of the Revenue Act of 1924. 


HE land owned by our company cost $14,- 

500.00. It is now worth, according to an 

appraisal made by an appraisal company, 
$50,000.00. I wish to show land in our balance 
sheet at $14,500.00 plus tax and interest pay- 
ments. Is this principle correct, or shall I use a 
more conservative figure? 


Answer: 


With respect to the valuation of land held as a 
capital asset (i. e. for purposes other than sale), 
it is not generally considered good practice to 
write up the value of such asset as a result of an 
appraisal, although in certain instances it would, 
no doubt, be permissible. The general idea is that 
capital (permanent) assets should not reflect cur-. 
rent fluctuations but preferably should be recorded 
at cost, less depreciation if any depreciation occurs. 
Occasionally, however, a revaluation is permissible. 
For example, in the City of New York fifty years 
ago in the Wall Street section property could be 
bought at a certain figure. If that same prop- 
erty were to be purchased today, it probably 
would command ten or fifteen times the figures of 
fifty years ago. It is universally acknowledged 
that such an increase in value has come about. 
Accordingly, the books might be adjusted to such 
increase. On the other hand, when there is no 
universally acknowledged recognition of an in- 
crease, and of the approximate amount of the in- 
crease, then the more conservative practice is not 
to write the value up. 

We note that you state you are carrying the land 
at its cost value plus tax and interest payments. 
If the tax payments are the ordinary annual taxes 
on real estate, such as are levied by city, caunty, 
and state authorities, they are carrying charges and 
ought to be charged to profit and loss account 
instead of to the land account. On the other 
hand, if the taxes represent unpaid taxes which the 
present owner took over at the time he acquired the 
property, or if they represent assessments for im- 
provements which increase the value of property 
(such as sewer assessments, street paving assess- 
ments, and the like), they are properly charged to 
the land account and represent, as indicated, 
increased value. 

In general the same principle applies to interest 
payments. If the interest payments represent 
current payments against a mortgage on the prop- 
erty, then they may properly be charged to profit 
and loss instead of to the land account. If, on the 
other hand, the property was acquired on fore- 
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closure sale, any amount of unpaid interest which 
accrued prior to the time of purchase, and which 
was paid by the present owner, would be an addi- 
tion to the cost of the property. 


UR company (a coal mining company) has 
issued bonds up to the amount of $50,000.00. 


It is understood that a sinking fund will be 
set up at the rate of 15 cents per ton for each ton 
of coal mined. The deed of trust contains stipu- 
lations whereby the sinking fund is to be deposited 
monthly with the trustee. The company may not 
always live up to this requirement because there 
may be times when, owing to lack of funds, the 
payment will lapse one, two, or three months, at 
which time arrears will be paid up, 

When the sinking fund is turned over to the 
trustee, he will deposit it in a savings back. The 
bonds mature at the rate of $2,000.00 per year 
and on the day bonds are to be redeemed the trustee 
will withdraw from the savings bank the amount 
necessary to retire the bonds, and will pay the 
bonds off. The trustee will keep the savings bank 
interest in the fund. 

It has been decided to keep the records in such 
a way that the following information will be shown: 
(a) the amount of bonds actually outstanding; (b) 
amounts of fund deposited with trustee; (c) 
amount of sinking fund not yet deposited with the 
trustee but which should be so deposited. 

Will you please outline an accounting procedure 
to carry into effect all of the foregoing? 


Answer: 


When bonds are issued, entry should be made as 
follows: 

CORSE oo epee i oa anne peat lee cr Le AL el arr XX 
moPbONDS PAYABLE? 2). he on. lk. XX 

For issuance of Blank Bonds as follows: (insert 
appropriate description) 

When the cash for the sinking fund is paid over 
to the Sinking Fund Trustee, entry should be 
passed as follows: 
peat IR TEICUINT) Sp oo oo ce ees lee evince yp OX 

OR CURE) oe re ae xx 
For payment to trustee .... tons at ....c. per ton. 

When the Sinking Fund Trustee secures interest 
or other income on the funds in his possession, 
entry should be passed as follows: 

BIE eee CTR! bce, ides Gate cos ds se ede on xX 
tte DMs OL OI Sis SE SR Se ee ere eee XX 
For income received by sinking fund trustee on’ 
sinking fund. 

If the trustee pays out of the fund any expenses, 

entry should be passed as follows: 
Rea a shel ake, Pees oh hsb 1d Moe sen we aes xx 
eC ETC E CTEM UNIO a ork Sh ies oe XX 
For expenses paid by trustee out of sinking fund. 

When the bonds are retired, entry should be 

passed as follows: 
RSME) FURY RES E 4 ,eh sah. Od oo > MD Sac de Oda XxX 
BE ress LING IS DICE ALENT) sities) de ete et 8 as xx 


For retirement of bonds as follows: 
(insert details) 
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In addition to the foregoing, it is sometimes 
desirable to set up an account known as a reserve 
for sinking fund account. This reserve for sink- 
ing fund account is merely an account for trans- 
ferring out of the surplus account to a special sur- 
plus account an amount equal to the assets trans- 
ferred to the jurisdiction of the sinking fund trus- 
tee. The object of this transfer of surplus is to 
reduce the amount of surplus in the surplus 
account because of the fact that, with the assets 
held by a sinking fund trustee, there is really that 
much less surplus available for general uses. 
leaving it in the surplus account might cause the 
directors or stockholders to be misled as to the 
actual amount of assets available for general use 
of the corporation. The entry made when this 
reserve account is set up would be as follows: 


ISU SMe ee eed eee eee eee XX 

To RESERVE FOR SINKING FUND..... xx 
For transfer from former to latter of amount of 

surplus equal to the assets set aside in the 

sinking fund. 


When the bonds are retired, an appropriate 
amount may be transferred back to Surplus ac- 
count from the reserve for sinking fund account. 

We note that you state it is desired to keep the 

records in such a way as to show (a) amount of 
bonds actually outstanding; (b) amount of funds 
deposited with the trustee; (c) amount of sinking 
fund set up but not deposited with the trustee. 
The foregoing entries will give you the information 
required for (a) and (b). We call your attention, 
however, to the fact that until the amount is 
specifically segregated it is not really a “sinking 
fund.” The term sinking fund is reserved for 
assets specifically segregated, and usually turned 
over to a trustee, for the ultimate redemption of a 
debt. 
In order to accomplish the effect required by 
item (c) we suggest that the procedure we have 
already outlined (which is the common procedure) 
be supplemented by making each month a com- 
putation of the amount to be paid to the trustee, 
and by passing entry as follows: 


ASSETS TO BE TRANSFERRED TO TRUSTEE xx 
To SINKING FUND TRANSFER......... XxX 
For amount. .to be turned over. 


When the assets are turned over, the entries 
previously indicated to you may be made, and an 
additional entry would be passed as follows: 


Sl WING MUNDY TRANSKER® 05.6: . 3... 0 xx 
To ASSETS TO BE TRANSFERRED TO 
ASSO RA ORD OND ee eee hr xXx 
To cancel former entry, funds now having been 
turned over to the trustee. 


In the foregoing we have assumed that the bonds 
are issued at par and that retirement has been 
made at par. If the question of discount or pre- 
mium is involved modifications should be made to 
conform to the actual facts. 
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HE Accountancy Profession has suffered a 

great loss in the death of Alexander Aderer, 

which occurred in New York on July seventh. 
Mr. Aderer was a member of the firm of Alexander 
Aderer & Company, certified public accountants, 
and for many years has been well and favor- 
ably known in business and professional circles. In 
the succeeding issue of this magazine fuller and 
more fitting tribute will-be paid to the memory of 
our good friend who has passed on. 


Make the Start 


F YOU have a mean job to do, an uncongenial 
if task to perform, makeastart. It is the hardest 
part of the job and, usually, the most uninter- 
esting. You should remember that after you get 
by the beginning, the rest is usually easy. The 
principle is the same no matter what your work 
may be. If you are building a house, you build 
your foundation first, a part of the work that is 
not by any means the most interesting. If you 
are dictating an important letter or report, the 
first sentence or paragraph is frequently the least 
interesting and the hardest to construct. 

Some one has said that it is not so important 
how you start as that you should start. If one is 
too minutely particular at the beginning of a taks, 
he may be held back. It does not pay to waste 
time in getting under way. 

So, with respect to that laudable plan, that 
ambitious scheme, get under way. Start! 


Spelling 

HE facetious person who remarked a short 
time ago that it is a pleasant job to dictate 
letters because you can use to your heart’s 
content words that you can’t spell, expresses the 
attitude seemingly held to-day by many business 
men and women. While the ability to spell cor- 
rectly all the ‘‘catch’’ words in the dictionary may 
not be one of the cardinal business virtues, yet cer- 
tainly the ability to spell with assurance the words 
that occur in the average business letter is not one 

that should be thus lightly dispensed with. 
Driving through the country a short time ago, 
I was struck by the way in which the word “‘ac- 
commodation’”’ was consistently misspelled. In 
fact, I almost reached the conclusion that most of 
the sign boards were possibly cut too narrow to 
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include the two m’s in the word. This happens to 
be but one example of many that could be men- 
tioned to show the carelessness with which ordinary 
words are frequently treated. | 

In a former issue of this magazine, the following 
list of common business words, which every busi- 
ness man and stenographer should be able to spell 
with assurance, was published. With the thought 
that the matter is of as much importance now as it 
was at that time, the list is given below: 


1. embarrassment 6. benefited 

2. accommodation 7. Omission 

3. recommendation 8. affidavit 

4. supersede 9. inexhaustible 
5. indispensable 10. exorbitant 


Test yourself by this list. The words that give 
you trouble master at your earliest opportunity. 


Guardians of the Portals 


N a recent issue of a Syracuse, N. Y., paper 
I appeared the following: 

“Young girls who chew gum and pea shooting 
boys who guard the outer gateways to the offices of 
important business executives are being replaced 
by elderly men who know the value of tact and 
courtesy. It has long been a wonder to those who 
had to make calls to important doors why so much 
responsibility was placed on narrow and frivolous 
shoulders. Today the visitor is being met by high- 
grade men and women who assume he or she had 
come on business of importance. This is as it 
should be.”’ 

It is by no means true that all the young men 
and young women who grace information desks are 
lacking in tact and courtesy, and it is true that 
frequently older men and women accord to the 
incoming visitor more courteous attention than is 
frequently accorded by younger office boys and 
office girls. 

The really hopeful sign is not so much replace- 
ment of the boys and girls by the older men and 
women, as it is the increasing desire of many of 
those who guard the outer portals to treat each 
visitor with the courtesy and tact which is his due. 
Respect and careful attention are replacing the 
surly ‘“‘whatcha want?” This is but another 
indication of the increase of the spirit of coopera- 
tion in the everyday contacts of modern business. 


Soundness not Newness 


OMEWHERE it has been said that one 
S should ‘‘never read a book that is not a 

year old.”’ In these days, when many other- 
wise normal men and women treat the latest 
pronouncement as the best, the newest theory as 
the most sound, might it not be well to paraphrase 
our quotation somewhat in this wise—‘‘Never let 
newness be the test of an idea’s soundness.”’. If 
this test were known to await the ill-considered 
idea, it would be difficult to estimate the number 
of half-baked opinions and ill-considered acts that 
would never see the light of day. 
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An Autobiography 
of Gustav Eilbert 


A Graduate of Pace Institute, 
Washington 


Y reasons for taking up the study 
M of accountancy probably dif- 
fered considerably from those of 
the vast majority of persons who take 
up this study. At the time of enrolling 
at Pace Institute, Washington, D. C., in 
September, 1920, I was fairly well es- 
tablished in the engineering profession, 
as I had had a good many years of 
diversified engineering experience. Fur- 
thermore, I liked the work, with its many 
interesting problems, and, therefore, felt 
no need for a change. 

Three reasons, however, prompted me 
to pursue the study of this subject: 
First, I felt that a study of accountancy 
would afford me a splendid opportunity 
to get acquainted with the adminis- 
trative branch of the engineering profes- 
sion. Second, I felt that a study of 
accountancy and business administra- 
tion was necessary if I wished to carry 
into effect my hope of sometime estab- 
lishing a business of my own. Third, I 
felt that a study of accountancy, with 
its related subjects of economics and 
law, would give me a more general and 
broader knowledge of the fundamental 
principles of industrial engineering than 
would be afforded by a study of strictly 
engineering problems, in which I had 
previously been almost exclusively in- 
terested. 

The fact that I did not have in mind 
following accountancy as a profession, 
however, did not deter me from dili- 
gently following my studies; and I applied 
the same faithful, conscientious effort to 
my accountancy studies as I had in the 
past to the study of engineering. More- 
over, I was always mindful of oppor- 
tunities accruing through the study of 
accountancy when properly coordinated 
with my engineering experience. 

I was born in Columbus, Ohio, March 
18, 1885. After leaving public school, 
I was employed for a time in a bakery, 
a shoe factory, and a printing office. 
A brief period of employment in each, 
however, was sufficient to convince me 
that my vocational calling was to be 
found elsewhere. In July, 1901, I 
entered the employ of the Weinman 
Machine Works, of Columbus, as an 
apprentice machinist. My first duties 
were those of blacksmith’s helper and 
fireman in a low dingy basement of an 
old and dilapidated machine-shop, with 
the thermometer hovering around the 
100 degree mark—an experience I shall 
never forget and a most appropriate in- 
troduction to the machinist trade. I en- 
joyed it, however, and, after four months 
of faithful sledge swinging and coal 
shoveling, I was transferred to the more 
congenial position of tool-room boy. 
Here I became acquainted with the 
names of the various tools and appli- 
ances used in the machine-shop, and after 
eight months’ service in the tool-room 
was transferred to the machine - shop 


proper, where I got my first real taste of 
the many interesting problems of the 
machinist trade. 
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It was not long, however, before I 
realized that my opportunities even as a 
machinist were limited, unless I mastered 
the theory as well as the practical prob- 
lems of the trade. ‘Therefore, in 1902, 
I enrolled in the ‘‘Machine Shop Prac- 
tice’? course of the International Cor- 
respondence Schools. The study of this 
course I found to be of great help in my 
daily work, eliminating much _ uncer- 
tainty due to inexperience and offering 
numerous suggestions for the solution of 
the many intricate problems encoun- 
tered in machine-shop work. The prac- 
tical problems studied consisted mostly 
of tried and approved methods of per- 
forming work, many of which would 
probably never be encountered in a life- 
time of experience, while others could 
immediately be put to practical use. I 
completed this course and received my 
diploma in July, 1904. 

Although the course was of great help 
to me in properly performing my work, 
it also created the desire to move about 
as journeyman machinist to gain more 
experience, for many of the problems 
studied could never be used in the limited 
scope of the small shop in which I was 
employed. ‘This accounts for my varied 
experience of six years at the machinist 
trade, during which time I changed 
employment no less than seven times, on 
two occasions returning to shops in 
which I had been previously employed, 
always, however, on a different class of 
work. By this means, I gained diver- 
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sified experience, which was not other- 
wise possible because of the prevailing 
tendency to the specialization of em- 
ployes. All these changes were made 
voluntarily and entirely for the purpose 
of broadening my experience—a tradi- 
tional custom in the machinist trade. 
Pecuniary remuneration always re- 
mained a secondary consideration. 

Naturally, in my experience as ma- 
chinist, jobs were encountered where it 
was necessary to work from drawings. 
This further stimulated my interest in 
the study of machinery. My ambition 
was now to study the designing of 
machinery and the making of the neces- 
sary drawings. After investigating the 
various courses offered, I enrolled for the 
complete draftsmen’s course offered 
by the International Correspondence 
Schools. This course was very satis- 
factory for my purpose, as it permitted 
my continuing at the machinist trade, 
which was absolutely necessary for 
financial reasons. 

My previous course, ‘‘Machine Shop 
Practice,’ dealt mostly with methods of 
performing work, covering mathematics 
necessary to the solution of machine- 
shop problems only, and, therefore, did 
not go beyond a thorough drilling in 
arithmetic. 

In the new course taken up, however, 
I was confronted with a different prob- 
lem. I was compelled to take up such 
studies as algebra, geometry, trigonom- 
etry, logarithms, mechanics, strength 
of materials, and machine design, besides 
the problems of geometrical drawing, 
projections, intersections, and the de- 
velopment of surfaces involved in the 
study of mechanical drawing. The 
study of these subjects without the aid 
of personal instruction was indeed at 
times discouraging. However, being 
encouraged by a realization of their im- 
portance as fundamental to engineering, 
in which I was deeply interested, I was 
able to conquer the many difficulties en- 
countered. I completed the course and 
received my diploma in November, 1911. 

This course, together with the ‘‘Ma- 
chine Shop Practice’’ course previously 
taken, covered the major part of a 
complete mechanical engineering course. 

In July, 1907, after two years’ study of 
the course, I entered the engineering 
department of the Jeffrey Manufactur- 
ing Co., of Columbus. This company 
contracts for the design, manufacture, 
and installation of all types of machinery 
for the mechanical handling of materials. 
It is one of the larger companies of its 
kind. I was now in position to apply 
the theories of mechanical engineering 
that I had studied, and, as a result, was 
given opportunity to move about and 
gain experience in the design of various 
classes of machinery manufactured. On 
two previous occasions, I was employed 
in the machine-shop of the company. 
I remained in this position from July, 
1907, to June, 1916, a period of approxi- 
mately nine years, during which time 
practically all phases of engineering- 
department work were covered. While 
here employed, I _ received _ several 
months’ private tutoring under Mr. 
W. K. Liggett, consulting engineer of the 
company. 
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My experience in handling corres- 
pondence in connection with engineer- 
ing work, emphasized the importance of 
properly presenting engineering informa- 
tion and datain letters and reports. My 
knowledge of this subject was rather 
meager and practically all gained as an 
incident to my work in the engineering 
department. A desire to improve my 
knowledge of English, and a familiarity 
with the International Correspondence 
Schools’ method of teaching, prompted 
me to enroll for the “Commercial Eng- 
lish’? course they were offering. This 
course, like the others, I found to be of 
great help. 

In January, 1916, I took the civil 
service examination, and in June of the 
same year was appointed as_ skilled 
draftsman at the Sandy Hook Proving 
Grounds, Sandy Hook, N. J. Later in 
the same year, I was transferred to the 
Office of Chief of Ordnance, Washing- 
ton, D. C., to assist in the development 
of heavy artillery, such as disappearing 
guns, railway gun carriages, barbette 
carriages, and the like, used in seacoast 
fortifications. ~ 

Taking advantage of the short work- 
ing hours prevailing in Washington, and 
wishing to further my engineering stud- 
ies, I enrolled at the Washington Pre- 
paratory School in the fall of 1916, 
specializing in physics. This course was 
completed the following year. 

In July of 1918, I was chosen as a 
member of a special commission sent to 
France, in charge of Colonel G. M. 
Barnes, to develop, in codperation with 
the French ordnance experts, a large 
railway gun carriage to be used at an 
early date against the German front. 
The urgent need of guns of this type 
necessitated a simplification in design 
that would make possible their produc- 
tion in considerable numbers within the 
shortest possible time. For this reason, 
some of the more prominent engineers 
of the country, such as Mr. K. Rushton, 
chief engineer of the Baldwin Locomo- 
tive Works, Mr. C. E. Larsson, chief 
engineer of the American Bridge Co., 
and Mr. C. L. Taylor, chief engineer of 
the Morgan Engineering Co., each an 
authority in his particular line, were 
chosen as members of this commission 
to advise on the best possible design for 
quick production. My duty in this 
connection was designing the combina- 
tion power and hand elevating mecha- 
nism for the gun. The design of this 
gun from ground up was accomplished 
in record time, and the commission re- 
turned from France with all drawings 
complete, and work was started on pro- 
duction of the guns in the shops of the 
Baldwin Locomotive Works at the time 
the armistice was signed. Incidentally, 
it might be mentioned that had the 
submarine commander who attacked the 
U. S. transport Maui, on Sunday, 
August 11, 1918, taken better aim in his 
several attempts to torpedo the boat, I 
probably would not have had the oppor- 
tunity of studying at Pace Institute. 

In October, 1922, I transferred from 
the Office of Chief of Ordnance to the 
Office of Chief of Engineers for Rivers 
and Harbors, where my duty is to assist 
in the development of floating plant, 
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such as hopper and pipe line dredges, 
snag boats, tugs, and the like, used in 
river and harbor improvement and in 
maintaining ship channels throughout 
the United States and its possessions. 

It seems superfluous to relate here my 
accountancy training, all of which was 
received at Pace Institute. However, 
for the sake of completeness, a brief 
narrative is probably desirable. My 
reasons for taking up the study of ac- 
countancy are given elsewhere. After 
investigating the various courses offered 
by the schools in Washington, I con- 
cluded that the Pace course was the 
most desirable and enrolled at the Insti- 
tute in September, 1920. I completed 
all the required work, took the final 
examination in July, 1923, and received 
my diploma at the Commencement 
Exercises held at the New Ebbitt Hotel 
on Saturday, November 24, 1923. 

I had absolutely no knowledge of ac- 
countancy at the time of enrolling. 
However, any success that I have had 
with my course was due not to excep- 
tional ability, but entirely to hard, con- 
scientious, and systematic study. More- 
over, the concentrated study necessary 
to the solution of engineering problems, 
together with the study habit previously 
formed, was of great help. 

Probably an outline of this kind would 
not be complete without some mention 
of other interests besides study and work. 
I take a general interest in sports of all 
kind, particularly baseball. While work- 
ing as machinist, I was quite active in 
athletics, playing baseball extensively 
and taking part in athletic entertain- 
ments as wrestler and performer of 
weight-lifting feats. My present re- 
creation consists mostly of walking and 
bowling. I am a Master Mason, be- 
longing to Acacia Lodge No. 18, F. A. 
A. M., of the District of Columbia. 

I have always felt that the best and 
surest way to gain a general knowledge 
of any vocation is to profit to the fullest 
extent by the experience of others. To 
attempt to gain such knowledge through 
personal experience alone is indeed a 
slow and uncertain process. For this 
reason, I believe the greatest help to be 
had is the systematic study of a course 
scientifically prepared by persons with 
long years of experience in the particular 
vocation. This is the plan which I have 
always followed. Promiscuous reading 
of miscellaneous books will not accom- 
plish the same result. Furthermore, 
there is always a tendency to shelve a 
technical book immediately when its 
reading interferes with a less irksome 
pastime. Besides, there is an obligation 
assumed, in taking up a course of study, 
which does not obtain in the case of 
mere reading. 


ELMER L. HATTER, certified public 
accountant, announces the removal of 
his Baltimore office from the Munsey 
Building to 606 Citizens’ National Bank 
Building. 


CHARLES J. McCOLGAN, student of 
the San Francisco Institute of Account- 
ancy, has been appointed chief of the 
Income Tax Division, first district of 
California, Internal Revenue Depart- 
ment. 
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Academic Restrictions 
in the Professions 


HE New York “Sun,” as will be 

seen by reference to an editorial 

quoted below, evidently does not 
agree with the views of Governor Smith, 
as expressed in his memorandum veto- 
ing the McGinnies accountancy bill, as 
to the undesirability of the restrictions 
that are being placed upon the admission 
to the bar. The memorandum, it will 
be recalled, included the statement: 

‘‘I_ am opposed to the whole question 
of narrowing the profession in our State 
to men who can submit to some board 
or commission academic qualifications. 
At the hearing on this particular bill, I 
took occasion to say that, aside from the 
practice of medicine and dentistry, we 
were too exacting in requirements in 
many of the professions. The people 
are entitled to the very limit of protec- 
tion in the case of doctors. The study 
of medicine is a science. There is, 
however, no occasion for the stringent 
rules and regulations now in force for 
admission to the bar.”’ 

The ‘“‘Sun,’’ commenting on the recent 
high percentage of failures in the senior 
class of the Columbia Law School, under 
the caption ‘‘Good for the Law,”’ said— 

“Of course, it is too bad that any- 
body should be disappointed at any 
time or for any reason. 

‘However, the notice posted on the 
bulletin board at Kent Hall in Columbia 
University announcing that thirty-eight 
students out of 140 of the senior class of 
the Law School had been found lacking 
and had failed in their final examina- 
tions is not a ground for unmitigated 
sorrow. 

‘“Twenty-seven were arts graduates of 
various universities, including Harvard 
and Yale. So it is to be presumed that 
general education was not notably 
absent. 

“Tf the incident means that Columbia 
has set an example by listening to the 
recent advice of the American Bar 
Association to put up the bars still higher 
it is much to her credit. 

“It is altogether too notorious that 
the condition of legal education is in 
a very bad way, with the result that 
the administration of justice is ham- 
pered and litigants suffer through the 
incompetence of many practitioners.” 


Cc. H. CHAMBERLAIN announces his 


withdrawal from the firm of Chamber- 


lain, Care & Boyce, Inc., and his associa- 
tion in the public practice of accountancy 
with L. K. Watkins, C.P.A., Room 306, 
Liberty Building, 15 W. Swan Street, 
Buffalo. 


WILLIAM B. WEINBERGER, C.P.A., 
announces the opening of an office in 
Room 212, Trust Company of New 
Jersey Bldg., Jersey City, for the prac- 
tice of accountancy, including specializa- 
tion in Income Tax matters. He also 
maintains offices in the Hudson Terminal 
Building, 30 Church Street, New York. 
Mr. Weinberger is a former student of 
Pace Institute, New York. 


Hs 


1924 


PACH STUDENT 


Business is Recognizing 


The Status of C.P.A. Certificate | 


HE Buffalo Trust Company, in 

common with many aggressive 

banking institutions, encourages, 
in every practical way, the verification 
by professional accountants of state- 
ments submitted to them for loan or 
credit purposes. As an example of this, 
the following statement was included 
some time since in a large newspaper 
advertisement published by this com- 
pany: 

“TI took them a statement of our 
assets and liabilities and showed them 
my profit and loss statement for the 
past two years audited by a public 
accountant.”’ 

Mr. George F. Rand, Jr., president 
of the Buffalo Trust Company, trans- 
mitted a copy of this advertisement to 
Mr. L. K. Watkins, certified public 
accountant, who is in practice in Buffalo, 
together with the following letter: 

‘“‘We are enclosing a copy of one of our 
advertisements which appeared in the 
Buffalo papers December 12th. 

“It may be of interest to you because 
in it we imply an audit by a C.P.A. is 
looked upon with favor by this institu- 
tion in its consideration of loans.”’ 

Mr. Watkins noted that the term 
‘public accountant’? was used in the 
advertisement, and, in acknowledging 
Mr. Rand’s letter, commented on this 
fact and discussed the matter as follows: 

“T am this morning in receipt of your 
letter of the 14th inst. with copy of an 
advertisement of your institution ap- 
pearing in the Buffalo papers on Decem- 
ber 12th, and I thank you for your 
courtesy. 

“Your letter speaks of the fact that 
an audit by a C.P.A. is looked upon 
with favor by your institution in its 
consideration of loans. The advertise- 
ment refers to a statement audited by a 
public accountant. 

“TI would be interested to know 
whether in your opinion an audit 
certified to by a public accountant who 
has received from New York State the 
degree of Certified Public Accountant, 
should receive any greater consideration 
than the certificate of a man who has 
not satisfied the requirements of the 
Regents of the state of New York, 
established to determine the fitness of 
applicants for that degree. 

“Your high standing in the banking 
circles of this city, and the great develop- 
ment which the Buffalo Trust Company 
has had under your administration, 
render such an opinion of great value, 
and I shall be glad to hear from you in 
this connection.”’ 

Mr. Rand replied to Mr. Watkin’s 
letter as follows: 

‘“‘T have your letter of December 17th. 

“Tt has always been my understand- 
ing that the requirements necessary to 
obtain a degree of C.P.A. from New 
York State are more rigid than those of 
any other state. It is my opinion that 
a man having this degree from New 


York State is entitled to receive greater 
consideration than one who has not 
obtained his degree in this way. 

“TI trust that this answers your 
question.”’ 

While the term ‘‘public accountant”’ 
is commonly used when reference is 
made to any accountant engaged in 
public practice, there is a growing 
tendency on the part of bankers, credit 
men, lawyers, and the courts to makea 
distinction between the accountant 
who is fully accredited under the state 
laws and one who has not conformed to 
the usual professional requirements. 


IN. A.C.A. Year- 
Book, 1923 


ATIONAL Association of Cost 
Accountants, Year-Book 1923 
and Proceedings of the Fourth 

International Cost Conference at Stat- 
ler Hotel, Buffalo, New York, Septem- 
DEG LOs1 12513, 1923 aes 7 pp. 

From a small group of about thirty- 
five, this organization, in the course of 
four years, has grown to a membership 
of over thirty-five hundred, with chap- 
ters in all the principal cities of the 
United States, and in Toronto, Canada. 

The Association, in this short period 
of time, has published more than three 
thousand pages of cost material, has 
built up a cash reserve of over twenty 
thousand dollars, has spread its mem- 
bership around the entire world, and is 
still growing. It has inaugurated a 
service department handling several 
hundred inquiries every year and render- 
ing special service to hundreds of mem- 
bers. The Association has brought 
together a substantial library of cost 
books and cost material, and has become 
recognized as an organization that is 
making a useful contribution toward the 
support of American industry. 

What still has to be accomplished is 
best set forth as follows: 

“Cost accounting is not an end in 
itself; it can only be justified on the 
basis of the value of the product which 
it turns out. The tools of cost account- 
ing have to be perfected—but the 


‘greater task is to produce results which 


can be used effectively in the conduct 
of American business, and to show 
American business men how they can 
use these results most effectively. To 
this end, the cost accountant’s work 
must broaden to cover all phases of 
business; in his efforts is to be found the 
key to most of the present day prob- 
lems of business. _Cost accounting is as 
broad as industry, and the cost account- 
ant has to be as broad in his viewpoints 
as the field he covers.”’ 

Aside from the information in respect 
to the organization itself, the Year Book 
contains much of technical interest, in- 
cluding a discussion of the following 
topics: 
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Methods of wage payments as related 
to costs. 

To what extent and in what manner 
should detailed cost figures be given to 
department heads? 

Actual examples of the advantageous 
use of operating budgets. 

On what basis should raw material be 
charged into production costs? 

Should plant and equipment be de- 
preciated on cost or replacement value? 

Should detailed cost work be cen- 
tralized in the head office? 

Relation of planning and dispatching 
to cost accounting. 

How far is it proper for a trade asso- 
ciation to distribute cost information 
among its members? 

The above main topics are ably and 
interestingly elucidated by papers thor- 
oughly prepared and read by various 
members of the associations. Discus- 
sions that follow bring out many valu- 
able points and suggestions. 

The accountant—even though not a 
cost specialist himself—will find a 
wealth of hints and ideas in a perusal 
of this volume. 


Lieutenant - Governor 
Emphasizes Economic 
Laws 


N the.course of an address to a credit 
men’s convention recently held in 
New York City, Lieutenant-Gover- 

nor George R. Lunn, of New York, 
declared that 70 per cent. of American 
business men were ‘‘economic illiterates.’” 

The lieutenant-governor deplored the 
lack of knowledge on the part of busi- 
ness men of the fundamental laws of 
economics and warned of the danger of 
over-specialization in this age of speciali- 
zation. 

“The trouble with them,” he said, “‘is 
that they do not study the fundamental 
laws of economics. Certain groups ap- 
pear to think that legislative bodies can 
overcome these fundamental laws of 
economics. They can’t do it, but they 
are trying to every day in Congress and 
elsewhere. If two-thirds of the laws on 
the State and national statute books 
were wiped out, it would be a great gain 
for fundamental law. No man can be- 
gin to even read the laws that are in- 
troduced in Congress and at Albany. 
Even if they devoted twenty-four hours 
a day to it, they couldn’t do it. 

“This is an age of specialization in 
education, business and cultural life. 
There are always dangers accompany- 
ing every advance, and the danger to- 
day is that the specialists will spend all 
the time with their specialties, unmind- 
ful of more important questions. There 
is no reason why specialists cannot have 
a general knowledge of economic laws.”’ 


J. A. DUPLESSIS, a former student of 
Pace Institute, Newark, and a former 
member of the administrative staff of 
Pace Institute, New York, has been 
appointed assistant secretary and treas- 
urer of the Steel Equipment Corporation, 
Avenel, N. J. 
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| Good- Will 


applied to the well-known name 

and reputation of a business enter- 
prise, which results in a higher income- 
producing ability than would exist in 
connection with another concern with 
identical capital, equipment, and man- 
agement, but without the name and 
reputation. 

The worth of the good-will and the 
method of determining its value can not 
be worked out on the basis of any 
standardized formula, notwithstanding 
the fact that there are certain generally 
accepted bases of valuation in use. In 
the final analysis the worth of the good- 
will depends upon its income-producing 
power, as has been explained. 

The well-known name and reputation 
of The New York Times, for example, 
in. conjunction with its subscription list, 
makes a certain amount of value in- 
vested in printing equipment-much more 
productive than would the investment 
in a similar amount of equipment with- 
out the good-will. It is precisely this 
power to produce income that makes 
good-will valuable. 

The less the good-will is dependent 
upon the personality of one or more 
individuals, the more stable the value is. 
The good-will attaching to a professional 
practice, for example, which is dependent 
very largely upon the personality and 
personal ability of the practitioner, is 
not as stable as the good-will of the 
ordinary merchandising business, which 
is not based to an equal extent, at least 
in the developed stages of the business, 
on the personal qualities of the pro- 
prietor. 

An approximation of the value is 
often arrived at by considering the value 
to be equal to a certain number of years’ 
net income or profit. For example, the 
value of the good-will of a professional 
practice may be valued on the basis of 
the professional income for two years. 
In a similar way, the good-will of a 
merchandising business may be valued 
on the basis of three years’ net profit. 

The problem of valuation is somewhat 
similar to the valuation of the franchises 
and other intangible capital asset values 
of public service companies. With 
respect to this matter, which is closely 
related to the valuation of good-will, 
Mr. Homer Pace has recently written as 
follows: 

“Many public-service companies have 
tried to establish the value of their 
franchises as a part of the value upon 
which they were entitled to earnings. 
There has been much objection on the 
part of the general public to the inclusion 
of such values, inasmuch as the value 
exists by reason of a public grant to the 
particular corporation. In certain in- 
stances, revaluations have been made, 
in which the franchises and other in- 
tangible values, after an interest return 
upon the value of the physical plant has 
been allowed, have been capitalized on a 


Cyownties is the term usually 


20 per cent. basis. This valuation would 
amount to five years’ net earnings, after 
allowing an adequate interest return— 
say 10 per cent.—on the value of the 
fixed plant and incidental assets used in 
the business. The method of approxi- 
mation is the same as the one explained 
in connection with the valuation of 
patent rights on an income-producing 
basis.”’ 

The reference to the valuation of 
patent rights is as follows: 

“An appraisement of the values of 
patent rights and copyrights must often 
be made as a basis for sale or otherwise, 
or for the purpose of statement of finan- 
cial position. The cost of the secure- 
ment of an asset of this character, so 
far as out-of-hand expenses are con- 
cerned, may be very small, and such 
cost may be misleading as to its real 
worth or value. No better basis, in the 
absence of a sale and transfer, can be 
found for the valuation of an income- 
producing asset of this character than 
the income-producing power of the right. 
A common method used to determine 
value on this basis is to capitalize the 
earnings on a percentage basis. Thus, 
if a patent has ten years to run, and is 
producing $10,000 net income a year, 
the income, capitalized on a 25 per cent. 
basis, would amount to $40,000. The 
result is obtained by dividing the amount 
of net income by therate. The purchase 
of this patent upon the foregoing basis 
would mean that the purchaser is willing 
to pay an amount equal to the probable 
returns for four years in order to secure 
the net income from the patent for the 
remaining six years of its life.’’ 

It is not meant that there is of neces- 
sity a relation between the value of a 
patent and the value of good-will, but 
merely that intangible capital asset 
values depend for their value upon their 
income-producing power, and, taking 
into account the probable life of the 
particular asset, an amount is deter- 
mined which is the capitalized value of 
the income-producing power. 


New York 
Merchants’ Assoc’n 
Elects Officers 


HE annual election of officers of 

the Merchants’ Association of 

New York took place at a recent 
meeting of the Board of Directors. The 
following officers were elected: Lucius R. 
Eastman, president of The Hills Brothers 
Company, president; Lincoln Cromwell, 
of William Iselin & Company, first vice- 
president; Bertram H. Borden, president 
of M. C. D. Borden & Sons, second 
vice-president; Henry Ives Cobb, third 
vice-president; John H. Love, treasurer; 
and S. C. Mead, secretary. 
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Thomas Cullen Roberts 


NCE more Accountancy has suf- 
fered a great loss. Thomas Cul- 
len Roberts, a pioneer in the 

ranks of accountants, died at his home, 
1203 Garden Street, Hoboken, N. J., 
on April 5, 1924. - 

Mr. Roberts was eighty-four years old. 
He became associated with the profes- 
sion while it was yet in its infancy, and 
he maintained an active interest in it 
to the time of his death. The number 
of the certified public accountant certi- 


. ficate issued to him by the State of New 


York—number one hundred and fifty- 
four—indicates his early participation 
in accountancy matters. 

During his lifetime Mr. Roberts was 
affiliated with and was active in many 
professional accountancy societies and 
organizations, some of which he served 
in executive capacities with great honor 
to himself and the organizations. He 
was a member of the New York State 
Society of Certified Public Accountants, 
a member and ex-president of the New 
Jersey State Society of Certified Public 
Accountants, a member of the American 
Association of Public Accountants and 
secretary from 1893 to 1911, a member 
of the American Institute of Account- 
ants, and secretary and treasurer of the 
Journal of Accountancy from the 
date of its organization until 1911. 

Mr. Roberts’ death records the passing 
of an able man, an able accountant, and 
a loving husband and father; and will 
be noted with sorrow by the many mem- 
bers of the profession who knew him. 


Boston Class Holds 
Outing 


LASS D-411, Boston Pace Insti- 
( tute, held an outing Sunday, 

June 22nd. The members, meet- 
ing at 10:30 A.M., boarded the boat, 
chartered for the occasion, and enjoyed 
a delightful sail down Boston Harbor, 
visiting the various points of interest. 
Luncheon was served on the boat. 
Music was provided, and a general song- 
fest was enjoyed by all. A landing was 
made at Marblehead, giving the class 
an opportunity to go bathing and to 
visit this interesting place. At 7:00 
P.M. the return journey started. 


' Luncheon again was served, and when 


home was reached at 11:00 o’clock, all 
were agreed that a very profitable day 
had been spent. The committee in 
charge was headed by Mr. J. Maynard 
Matthews and Miss Hilda M. Linfield. 


STEIN, ROSS & SACK, certified public 
accountants, New York, announce the 
retirement of N. F. Ross from the firm. 
The new firm of Stein & Sack will con- 
tinue the practice of accountancy at 
110 West 40th Street. 


ALFRED CLOUGH and F. J. DON- 
AGHY, Pittsburgh School of Ac- 
countancy, have recently joined the staff 
of Marwick, Mitchell & Company, ac- 
countants and auditors, of Pittsburgh. 


* 
é 


1924 


PACH STUDENT 


R. L. K. WATKINS, certified 
public accountant of Buffalo, is 
always interested in matters of 


English, particularly in the development 
of clear-cut terminology for the technical 


purposes of accountancy. In a recent 
letter to Mr. Homer S. Pace, in referring 
to the definition of accountancy that was 
contained in the McGinnies C.P.A. bill 
—a bill restricting accountancy practice 
to certified public accountants, which 
was passed by the legislature, but vetoed 
by Governor Smith—Mr. Watkins made 
the following comment: 


“Your very good definition of the 
public practice of accountancy, con- 
tained in the draft of the proposed law, 
contains the expression ‘verification of 
financial transactions.’ Should not this 
more correctly be, ‘verification of the 
record of financial transactions?’ You 
know that I have always held that it is 
much easier to criticise than to con- 
struct.”’ 


To the foregoing Mr. Pace replied as 
follows: 


“TI am interested in the question you 
raise with respect to the definition in the 
proposed C.P.A. act. The definition 
states ‘verification of financial transac- 
tions and accounting records.’ The 
principal objective in auditing, from my 
viewpoint, is not to determine whether 
bookkeeping records and statements are 
in agreement, but as to whether the 
statements properly disclose the effects 
of financial occurrences that actually 
took place. The records are but an 
intermediary. In the instance of a 
cash payment, the question, funda- 
mentally, is whether or not the payment 
was actually made. The paid check 
would be good evidence of the payment, 
although it might not definitely indicate 
what the payment was made for, and it 
might not distinguish it sufficiently from 
other payments. The entry in the cash- 
book would be less direct evidence. We 
often accept somewhat flimsy evidence 
of the actual financial happening, and 
we may, in fact, because of a good 
method of internal control, accept whole 
series of transactions without abso- 
lutely proving the specific items. Our 
judgment, however, is finally expressed 
as to the happenings of the transactions 
themselves, not as to the mere agree- 
ment of the bookkeeping records and the 
statements certified. 


“We certainly could not expect our 
definition to stand the acid test unless 
we went back to the substantiation of 
the records themselves. However, I 
thought it wise to include the words 
‘accounting records,’ in order to avoid 
any possible doubt and to meet the 
possible objections of those who have 
not had the time to think fully about 
the fundamentals of auditing. 

“The definition to be really complete 
should include the words ‘value fluctua- 
tions,’ in which instance it would read, 
‘verification of financial transactions, 


Definition of the Public 
Practice of Accountancy 


value fluctuations, and accounting re- 
cords.’ A financial transaction involves 
a passing over of value from one person 
to another, based on some contractual 
relation. When a building depreciates, 
there is a financial effect, which I call a 
value fluctuation, although there is no 
financial transaction. I did not include 
the term ‘value fluctuation’ in the 
definition because it is a phrase that I 
coined myself, and I hardly considered it 
advisable to include a phrase in a law 
which did not have a_ widespread 
recognition of its technical meaning. A 
definition is a peculiar thing, and there 
are many practical considerations that 
have to be taken into account. Often- 
times, it is better to use that which will 
be commonly understood and accepted, 
even though there are inaccuracies, than 
to use that which is complete enough to 
be scientifically correct.”’ 


Mr. Watkins may have had in mind 
that the record to be verified was the 
original document, such as a receipt, 
check, or other instrument that furnishes 
proof that the transaction took place. 
In any event, there is probably no differ- 
ence of opinion as to the actual work to 
be accomplished in auditing. 
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In order that the foregoing discussion 
may be more intelligible to our readers, 
the complete definition of the public 
practice of accountancy, which was in- 
cluded in the bill that was vetoed—a 
definition that is said to have been the 
first of its kind—is given, as follows: 


‘“‘A person engages in the public prac- 
tice of accountancy within the meaning 
and intent of this article who, holding 
himself or herself out to the public as a 
qualified practitioner of accountancy, 
offers for compensation to perform, or 
who does perform, on behalf of clients, a 
service that requires the audit or verifi- 
cation of financial transactions and ac- 
counting records; the preparation, veri- 
fication and certification of financial, 
accounting and related statements for 
publication or credit purposes; or who 
in general and as an incident to such 
work renders professional assistance in 
any or all matters of principle and detail 
relating to accounting procedure and the 
recording, presentation and certification 
of financial facts.” 


The Editor will be glad to receive and 
to publish comment with respect to the 
clause discussed above or with respect 
to any other phase of the definition. 


FORD, BACON & DAVIS have re-. 
cently published a booklet of, interest 
to accountants and engineers, entitled 
‘‘Criteria of Investment.”’ 
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- ANNOUNCEMENT 


Pace Institute, New York, from now on 
will provide tutorial instruction for the 
limited number of students accepted for 
enrollment in the day-school division. 


The following dates have been announced 
by the Registrar for admission on the 


tutorial basis to the day-school courses 


in Accountancy and Business Adminis- 


tration: 


August 4 
- August 18 


September 2 
September 15 


Write for leaflet, ‘‘Tutorial Instruction in 
Accountancy,’’ which describes in detail 
this distinctive method of instruction. 


Pace Institute 


30 Church Street 


New York City 
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Early Fall Classes in 
Accountancy and Business 


Administration are forming 


now at Pace Institute, New 
York, Washington, and Newark. 


Pace Institute, New York 


Semester A—-Accountancy and Business Administration—August 19 
Shorter Course in Accounting for Women—September 17 


Pace Institute, Washington 


Semester A—Accountancy and Business Administration—September 15 


Pace Institute, Newark 


Semester A—Accountancy and Business Administration—September 11 


Write for full information pertaining to these classes and the work of 
Pace Institute. Ask particularly for “Your Market Value,’ an inter- 
esting booklet containing helpful information about men and women who 
have been trained through the medium of the Pace Course. 


Pace Institute 


30 Church Street, New York 


Transportation Building 24 William Street 
Washington, D. C. Newark, N. J. 
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Vol. IX New York, September, 1924 No. 10 


An Autumn Message 


rs UTUMN brings a resumption of study activity. Plans for self de- 
Mi velopment are constructed or readjusted. Mature men and women, 
in these competitive days, turn to their texts as surely as the 
At—4 school boy, and it may be, with greater joy. The spirit of educa- 
tion is abroad in the land. 


How is it to be with you—an autumn of indecision, a marshalling of 
excuses for educational inaction, a year of wasted opportunities? Or is this 
the year in which you are going to make your strike for greater breadth, for 
increased technical ability, for advancement in the affairs of life? We believe 
and hope it is to be a big year, a productive year, for you. Yes, and through 
you, for yours—for your wife and children, possibly for your wife to be, for 
the organization of which you are a part. 


Yes, it is the season for decision and action—two. things under your 
control and essential to your success. T Institute’ stands ready to do its 
part, to counsel with you, to guide you for months and years in the paths of 


productive study, to assist in your plas nene eotviage sonal problems. 


If you are part way along in your program of selfsdevelopment, take 
heart. Register promptly in the class fog\ywhich you are eligible. Minor 
handicaps, like hills in the distance, loom large but can be negotiated on 
close contact. 


If you are contemplating for the first time, a plan for vocational develop- 
ment, solve the most immediate part of the problem—take the first step. Help 
and light will come to you on subsequent problems as they arise. A certain 
amount of faith—faith in yourself, faith in the future, faith in the relation 
between the sowing and the harvest—1is essential to success. 


It’s the season for renewed educational activity, a time for decision and 
action. The Institute extends its cordial help in all things educational and 
vocational. 


PACE INSTITUTE 
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Graduates and former students of Pace 
Inetitute have made many notable contributions 
to Accountancy literature. The thesis required 
for graduation 1s often only a preliminary to the 
Jater preparation and publication of books that 
rank as standard texts. Sometime we may 
publish biographical sketches of the accountancy 
authors who have studied at Pace. 

Herewith is a noteworthy thesis prepared by a 
graduate who has _ specialized in municipal 
finances and accounting. The detailed explana- 
tion of the finances of the metropolis will be of 
great interest to our readers, who as citizens and 
accountants are keenly interested in govern- 
rnental affairs.—THE EDITOR. 


XCEPT for certain governmental powers 
EB delegated to federal authorities by the Con- 

stitution of the United States, each state 
is sovereign within its own geographical borders. 
The fundamental matters pertaining to the govern- 
ment of the property rights and persons within 
each state are set forth in the respective state 
constitutions. The state constitution is, there- 
fore, the framework of the civil government of the 
state. 

The constitution of the state of New York con- 
fers power upon the state legislature to approve the 
incorporation of cities, and to grant to each city 
certain defined powers of local government, to be 
set forth in the city charter, and through the 
medium of which the needs of the city communities 
gay best be served. The spirit of the age favors 
local freedom, and the state legislature, in general, 
now reserves to the state authorities only the right 
to prevent abuses by municipalities. 
strictions on freedom of action by municipalities 
consist principally in restricting their powers of 
taxation, their powers of assessment, and their 
sight to contract corporate indebtedness. 

New York City, which now has a cosmopolitan 
population of nearly six millions of people, was 
éreated officially by charter on January 1, 1898, 
through the consolidation of the former city of 
New York, the former city of Brooklyn, Richmond 
County (known as Staten Island), that portion of 
Westchester County which thereafter was included 
in Bronx County, Long Island City, Flushing, 
Jamaica, and outlying townships in the County of 
Queens. 

The greater city covers an area of three hundred 
and twenty-seven square miles and embraces five 
counties of the state in their entirety. The city 
is divided into municipal governmental divisions 
known as boroughs. The borough divisions are 
coterminous with counties. New York state 
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New York City’s Finances 


Adapted for Publication from a Thesis by Mortimer R. Herrmann 
Graduate of Pace Institute, New York 
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has its duly elected and appointed state officials 
in charge of the administration of the county 
subdivisions of the state, and New York City has 
its borough officials in charge of the administration 
of the same territory on behalf of the city. This 
condition results in an enormous overlapping and 
duplication of work and expense by state (county) 
and city (borough) authorities. 


New York City Governmental Agencies 


It is regrettable that so little has been written 
to explain methods and procedures and laws affect- 
ing and controlling the multitudinous financial and 
other activities of the city. Published reports dis- 
close the results of operation, but these are so 
voluminous that they generally fail to interest the 
layman. 

The charter of the City of New York and the 
complete code of ordinances is obtainable at the 
Brooklyn Eagle Library Service. The Municipal 
Reference Library formerly published annually 
Municipal Year Books, which were enthusiastically 
received, but the practice was discontinued after 
the 1916 publication. A small book, compiled and 
edited by Major Joseph Caccavajo, C.E., entitled 
“Guide to the Municipal Government of the City 
of New York,”’ printed by the Eagle Press in 1922, 
is often referred to. 

The care of the affairs of the City of New York 
is entrusted to duly elected municipal legislative 
and executive officials, and to the great body of 
working employees appointed by virtue of their 
fitness and competency as determined through the 
medium of civil service examinations. 

There are in all about one hundred separate 
departments, boards, bureaus, commissions, and 
other divisions constituting the city government. 
They may be divided into six general groups or 
classifications. The first group is made up of 
departments created for purposes of local legisla- 
tion and central administration. The major of- 
fices, boards, etc. included in the group are the 
board of aldermen, the board of estimate and appor- 
tionment, the borough presidents, the commissioner 
of accounts, the bureau of taxes and assessments, 
the law department, and the finance department. 

The second group embraces the educational di- 
visions, such as the public schools, including high 
schools and colleges, the libraries, the museums, 
and the department of parks. 

The third group, the purpose of which is the 
protection of life and properties, includes the 
police department, the fire department, the ar- 
mories, and the national guard. 

The fourth group, maintained for purposes of 
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health and sanitation, includes the department of 
health, agencies of public welfare, hospitals, de- 
partment of street cleaning, and department of 
water, gas and electricity. 

The fifth group includes departments for muni- 
cipal improvements, such as the department of 
plant and structures, the department of docks, 
and the transit commission. 

The sixth group embraces the courts, for enforce- 
ment of law and order. 

The list presented is by no means complete, but 
it shows the general group classifications and the 
major departments in which the general public is 
chiefly interested. 


Finance Department 


The comptroller, elected by the voters of the 
city for a four-year term, is in charge of the depart- 
ment of finance, and has been correctly called the 
chief financial officer of the city. The comptroller 
is empowered to borrow money on the credit of 
the municipality for current financing of duly 
authorized expenditures, by the issue of short-term 
notes and bonds (temporary debt) and by the sale 
of long-term bonds or corporate stock (permanent 
debt). 

The finance department maintains from day to 
day a complete duplicate record of all financial 
transactions of all city departments, records therein 
all vouchers prepared in the several departments 
for payment of corporate expenses, examines, 
inspects, and audits all accounts, and finally issues 
all warrants in payment. Financial summaries 
are prepared semi-annually from these records by 
the staff of the chief accountant. The principles 
of amplification, cumulation, and comparison are 
extensively employed. 

The comptroller appoints the heads of the various 
bureaus, who are accountable to him for the proper 
performance of their respective duties. Under the 
city charter, there are eight bureaus of the depart- 
ment of finance. These are collection of taxes, 
collection of assessments and arrears, collection of 
city revenues, municipal investigations and statis- 
tics, auditing, law and adjustment, accountancy, 
and chamberlain’s office. 

The bureau for collection of taxes is responsible 
for collecting arrears of water charges, and the 
collection of the current year’s taxes on real estate 
(i.e. land and buildings), real estate of corporations, 
special franchises, and personal estates. 

The bureau for collection of assessments and 
afrears is accountable for the collection of taxes 
in arrears not paid to the receiver of taxes, and 
for the collection of assessment charges for street 
improvements and other special local assessments. 

The bureau for collection of city revenues col- 
lects franchise fees, payments, for privileges and 
permits, and payments of rentals from city-owned 
properties. It also controls public sales of such 
properties, by sealed bids to highest bidder, after 
determination that a location is not required for 
intended municipal improvement. 
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The bureau of municipal investigations and 
statistics determines the scope and form of statis- 
tical information to be reported to the comptroller’s 
office by all other city departments, and effects 
periodic reconciliations of the accounts in these 
offices with the comptroller’s records. The bureau 
also assists in the work of examining, limiting, and 
controlling the annual budgets for current de- 
partmental expenses. _ 

The bureauof audit is created for the purpose of 
safe guarding the city interests. To this division is 
delegated the responsibility for the examination, 
audit, and settlement of all claims against the city, 
and for the preparation of warrants for payments. 
Inspectors are assigned to the work of examining, 
inspecting, or analyzing all materials and supplies 
furnished to the city for any department, and to 
approve services rendered when work is satisfac- 
torily performed and prices are found to be reason- 
able. The central pay-roll division of this bureau 
audits pay-roll lists from all departments and pre- 
pares all checks, which are issued by the pay 
division to the individual employees. 

The bureau of law and adjustment is organized 
for the settlement legally of claims for materials 
and supplies furnished, services rendered, contrac- 
tual obligations, and claims for salaries and wages 
of municipal employees, which the bureau of 
audit has been unable to approve, authorize, or 
satisfactorily adjust. 

The bureau of accountancy is the central ac- 
counting office of the city. General ledger ac- 
counts, sinking fund accounts, and special and 
trust fund accounts are here kept currently posted. 
Appropriation fund accounts for budget expenses, 
special revenue bond accounts, corporate stock 
records, tax note accounts, and street improvement 
and assessment accounts are controlled by super- 
vising accountants. Complete duplicate record is 
maintained for collections from taxes. Summaries 
are prepared from the controlled accounts and are 
issued in the form of periodical publications. 

This bureau is charged with the task of preparing 
regularly statements showing constitutional debt- 
incurring power within the debt limit, which is 
available for additional specific authorization for 
any municipal purposes, by action of the board of 
estimate and apportionment. 

The comptroller’s annual charter report required 
by Section 161 of the Greater New York charter, 
contains full and detailed statements of the receipts 
and the expenditures of the municipality for the 
previous calendar year, and is prepared by the 
expert accountants of this bureau. The bureau 
also prepares such special reports as the comp- 
troller may from time to time require. 

Attached to this bureau is the stock and bond 
division, which maintains all accounting records 
relative to outstanding bond issues of the present 
City of New York, and those assumed by the 
greater city at the time of consolidation. 

The division of auditor of receipts receives all 
reports of tax collections and other revenues of 
the city. The actual cash receipts are deposited 
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by the city chamberlain, whose books and accounts 
are currently audited to establish complete check 
with records kept by the auditor of receipts. There 
is also the division of auditor of disbursements, 
which controls all accounts for payment of city 
moneys. 

The auditor of disbursements must be daily 
informed of the actual cash receipts, to prevent 
overdrafts on book accounts. The expenditure 
may be right and proper in all respects, may be 
approved by the auditor, and be for purposes speci- 
fically provided for in the budget, but still pay- 
ments are often necessarily delayed until the cash 
receipts from tax collection and other revenues are 
sufficient to meet the requirements. Many times 
during the year, it becomes necessary for the comp- 
troller to borrow funds at the best obtainable 
interest rates, for the payment of extraordinary 
expenses. This will be discussed in a later section 
of this article. 

The city chamberlain is treasurer and custo- 
dian of the city funds, whereas the comptroller 
maintains the accounting records and controls 
expenditures in accordance with available cash 
funds in the custody of the chamberlain. Al- 
though this is a bureau of the Finance Depart- 
ment, the chamberlain is appointed by the 
mayor. 


The Budget 


New York City has an effective control over - 


all expenditures for current operating purposes 
through the annual budget, with its highly special- 
ized and segregated classifications severally limited 
to specific amounts appropriated. 

The work of preparing the annual budget re- 
quires months of diligent labor. During the 
months of June and July estimates are prepared in 
each of the several departments of the city service, 
with detail of requirements for the following year. 
These must be transmitted to the board of esti- 
mate and apportionment before August first, for 
examination and analysis of appropriations re- 
quested. 

Before November first, the board of estimate 
and apportionment must formally adopt the bud- 
get, which is then transmitted to the board of 
aldermen, who are allowed twenty days in which 
they may reduce amounts or eliminate any appro- 
priation except those specifically fixed by law. 

The budget must be certified and signed by the 
mayor, the comptroller, and the city clerk before 
December twenty-fifth and published in the City 
Record before December thirty-first. It-is there- 
after known as The Budget and becomes operative 
on January first. 


The budget for 1923 was as fellows: 


For Departmental Pur- 
poses: 


Personal services....... 


. $179,070,375.57 
All other purposes... 


71,209,334.60 


$250,279,710.17 
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Boewardicincdiv sate eat $250,279,710.17 


For interest on indebted- 
ness: 


Panded Geptinc sees 
fFemiporary debt...... 54 


$ 47,462,971.12 
7,839,545.00 


55,302,516.12 
For reduction of indebt- 
edness: 
Amortization of funded 
debt . 
Redemption Cote ‘funded 


$ 7,100,000.00 
9,283,125.71 


Bebt). ete ees ae 13,250,000.00 


29,633,125.72 
335,215,352.00 


Mot state. tax s 2.1 + -eeoeeee 12,595,623.67 


347,810,975.67 
For deficiencies in collec- 
tion of taxes levied in 


Oriol VEars 60.1. fee 5,540,000.00. 


—— —as 


$353,350,975.67 


‘otal budget of 1923... 


The Tax Budget and the Tax Rate 


The tax budget is defined as an “ordinance ap- 
propriating, under stated conditions, specific sums. 
for the current expenses of the various divisions 
of the city government,’”’ the necessary funds to 
meet these expenditures being obtained chiefly 
by levy of annual taxes on real and personal pro- 
perties. General city revenues from all sources, 
other than those specifically reserved to the several 
sinking funds, serve to decrease the amount neces- 
sary to raise by taxation. 


The figures for 1923, are as fellowes 


ee ee AC ke 


Grand total of budget appropriations for 
1923 as before tabulated . 

Estimated revenues of general fund during 
1923. ; Se eee -. | SB i1S3, 730275 


$353,350,975.67° 


Net amount for budget purposes to be raised 
Dy taxation’! isc 22 ).een pee 295,197,238.96 
City and borough assessments collectable 


SOI CA oe" eda ee eh ease ae Seer ee 605,813.72 


Total Amount to be Collected. ...... $295,803,052.68 


In this connection it should be noted that the 
charter granted to the City of New York expressly 
restricts the power of the local authorities to 
tax for budget purposes, exclusive of provisions for 
state tax and for payment of principal and interest 
on the funded city debt. The limitation imposed 
is 2 per cent. of the assessed valuation of taxable 
properties (i.e. non-exempt real properties and ~ 
personal property). 

The tax rate is in general found by dividing by 
the total assessed valuations of taxable property 
the amount to be raised by taxation. This general 
statement is subject to some qualifications which, 
however, for the purpose of this general discussion 
need not be considered. 

The real estate tax on non-exempt property 
consists of the rate providing for generz] tax levy 


1924 


appropriations for city and county purposes; the 
rate for state tax, and the rate for special city and 
‘borough assessments. The assessed valuations as 
at January 1, 1923, and as at January 1, 1924, used 
respectively as bases for taxation are as follows: 
1923 1924 

Non-exempt real property. . $10,596,065,573 $11,148,811,493 
Personal estates.......... 216,585,350 231,174,150 


10,812,650,923 11,379,985,643 
248,170,325 482,066,870 


‘Total, non-exempt ....... 
Exempt real property...... 


Grand totals..... ....... $11,060,821,248 $11,862,052,513 


The tax rates for the collection of the 1923 levy, 
including special city and borough assessments 
collected with the tax, and the corresponding rates 
for 1924 were as follows: 

Tax Rate for 1923: 


Manhattan Bronx Brooklyn Queens Richmond 


Meee tectnte ee 20 27422742 74% 2.74% 2.76% 
78 


Personal property......2.73 2.73 2.73 fiat PRES 
‘Realestate,exempt.... .12 mle “13 .13 Abs) 
Tax Rate for 1924: 
Re ese es a 4 287402 76 2A 276 
Personal property......2.73 2.73 2.73 2. Toe 2013 
‘Realestateexempt..... .18 .19 .20 .18 eal 


Cash Transactions with Respect to Budget 


The entire tax levied is never collected in the 
current years. A considerable part is recovered in 
succeeding years as tax arrears; specific amounts are 
‘cancelled each year for good and sufficient causes; 
allowances are. granted of discounts for prepay- 
ment of tax; and some charges prove uncollectable 
for other reasons. 

The following tabulations with respect to the 
revenues of 1923 are presented for the purpose of 
illustration: 


‘Cash collections on taxesleviedin1923..... 
‘General fund revenues, including transfer of 
surplus revenues from sinking fund...... 


$262,062,488.12 


79,840,021.94 


————— 


$341,902,510.06 
‘Total Budget provided for 1923, as herein- 


beforetabulated.............. oy 353,350,975.67 


Apparent shortage offunds............. $ 11,448,465.61 


This amount of $11,448,465.61 is subject to 
collection in succeeding years, as tax arrears. Un- 
collected taxes as at December 31, 1923, for. the 
1923 tax levy were $32,347,503.48. The grand 
total of uncollected taxes of 1923 and all prior years, 
due and payable as at the above date, was $105,- 
910,848.09. 

Cash transactions with respect to the 1923 
‘budget were as follows: 

Cash collections in 1923 on taxes levied in 

Vp ene et een ahaa «ee eae tetie 4/8 


‘General fund revenues, including transfer 
of surplus revenues from sinking fund... . 


$262,062,488.12 


79,840,021.94 
$341,902,510.06 
‘Total warrants (i.e., disbursement checks) 
registered in 1923, chargeable to 1923 


budget appropriations........ 340,102,245.03 


eq 


“Balance as at December 31, 1923, available 
for payment of warrants for expenditures, 


’ chargeable to 1923 budget appropriations . $ 1,800,265.03 
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Warrants issued in payment totaling $6,260,- 
232.58 had not been presented at the banks for 
payment, up to December 31, 1923, which actu- 
ally left in banks to the credit of the city chamber- 
lain $8,060,497.61. 

Cash transactions in 1923 with respect to 1923 
and prior years’ budgets were as follows: 

Total cash collections in 1923 from 1923 
levies and arrears from prior year........ 
General fund revenues received in 1923, in- 


cluding transfer of surplus revenues from 
cypeb evel quiere lass ewe Peele diomh o.cieie tap aie to aise 


$288,969,393.58 


79,840,021.94 
368,809,415.52 
Total warrants registered in 1923, chargeable 
to budget appropriations of 1923 and 


DVIOCVEALS Aues tela Ghee i ciel gamertrs Hommis ats - Ji. 354,672,583.98 


Balance as at December 31, 1923, to provide 
for payment in succeeding years of ex- 
penses chargeable to budget appropria- 


tions of 1923 and prior years... ...°-.:5::. 14,136,831:54 


Recapitulation of City’s Financial *"' 
Transactions ! 


The enormousness of municipal financial opera- 
tions may be gauged by the fact that they involved 
during the year 1923 the receipt and disbursement 
of over one billion dollars. A statement is pre- 
sented below, which sets forth in summary form 
the complete scope of financial transactions of 
New York City during the year 1923. 


Balance of cash, January1,1923........ $ 
motalreceipts {of yeaTil923 iiysh ou. aes se 


25,381,612.09 
1,034,653,167.29 
1,060,034,779.38 


Total payments for year 1923....... 1,042,215,057.42 


Balance of cash, December 31,1923...... $ 17,819,721.96 


A more detailed statement of receipts and pay- 
ments will be found on page 157. 


City Borrowings 

The greatest problem of finance confronting the 
city administration each year is the task of ob- 
taining funds for the payment of personal services 
and for the settlement of contractual obligations 
that must be paid before May first, when taxes 
upon real and personal property first become due 
and payable. The city is compelled to resort to 
borrowing. The necessity for borrowing is un- 
fortunate because it entails large interest payments 
and creates a large floating debt. 

The general policy pursued is to register or record 
all liabilities as services are rendered or as work is 
completed, but to restrict audit of the accounts 
and issue of warrants in payment, until actual 
cash funds are available. The city treasury cash 
balance in the custody of the city chamberlain is 
kept at an amount—usually the minimum— 
sufficient to meet ordinary expenses. Extraordi- 
nary charges are generally financed, as the funds 
are required, by temporary borrowings at the 
best interest rates obtainable from day to day. 
This temporary debt is retired either from suc- 
ceeding general evenues and tax collections or 


from the proceeds of sale of corporate stock. 
(Cantinued on page 157) 
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out a letter, report, or any piece of written 

composition may give it an authentic look, 
but it is extremely doubtful whether they always 
improve its clearness or readability. 

Undoubtedly the average person experiences at 
least ten times as much trouble with the comma 
as with all the other marks put together. In 
view of this common difficulty, we shall endeavor 
to set forth briefly some of the basic principles 
governing the use of the comma, together with 
several illustrations of each principle. Once the 
principles are firmly fixed in mind, the application 
is by no means difficult. The writer soon begins 
to group all his sentences under these various 
principles and punctuatés accordingly. It is not 
necessary then—and this is a particularly im- 
portant point—to make an individual matter of 


(CO citar that are sprinkled liberally through- 


the use of the comma in each sentence that one ° 


may use. 

First of all, it will be desirable to consider in a 
general way the purpose of punctuation. The 
various marks which frequently cause so much 
grief were not invented by some one to make the 
writing of English more difficult than would 
ordinarily be the case. They are the outgrowth of 
a need, and their value depends upon how well 
they meet that need. An understanding of this 
need will do much to make the use of all punctua- 
tion marks a comparatively easy matter and one 
not hedged round with mystery. 

Punctuation does for the eye in reading what 
pauses do for the ear in hearing. In other words, 
when a man talks, in order to emphasize his ideas 
and prevent them from becoming merely an un- 
broken stream of words, he intersperses his talk 
with pauses of varying lengths. These pauses 
emphasize the various ideas and the various di- 
visions of particular ideas. Punctuation, in writ- 
ing, merely takes the place of these pauses. A 
period, for example, indicates a full stop at the 
end of major ideas, while semicolons and commas 
indicate pauses within a sentence. Picture what 
writing would be without punctuation! And, on 
the other hand, think of some pieces of writing 
that you have seen so full of marks of punctuation 
that they are hard to read. Naturally, either ex- 
treme should be avoided. 

With this basic fact in mind—that punctuation 
indicates pauses of varying degree for the sake of 
emphasis—let us consider certain basic principles 
underlying the use of the comma and various 
illustrations of these principles: 

Use the comma to separate a noun used in 
direct address from the rest of the sentence. 
This means that when you are talking directly to 
a person, his name or title should be inclosed in 
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. commas. 


September 


It is important to note that a comma 
precedes as well as follows the name. 

Do you feel, Mr. Brown, that we should take 
such drastic action? 

I have told you several times, Miss Blank, that 
the heading of a letter should be arranged in 
this way. 

Come over to my desk, Frank, and see how I 
am preparing this statement. 

Use the comma to separate a long subject 
from the predicate. Many times the subject 
of a sentence is so long, because it contains many 
modifying words, phrases, or clauses, that it is 
desirable to indicate, by means of the comma, the 
point where the subject ends. ; 

Whether the matter will be adjusted after the 
directors have met in executive session, has 
not yet been determined. 

That it was desirable for us to move carefully 
in the matter of extending credit to the X-Y 
Company, has been proved by subsequent 
developments. 

‘Use the comma to separate the members 
of series, whether they are separated by con- 
Junctions or not. In sentences of this sort a 
question frequently arises as to whether, when the 
last two members are connected by a conjunction, 
the comma should also be used. While either the 
inclusion or the omission of the comma before the 
conjunction may be justified, better usage inclines 
toward the use of the comma. . 

We shall consider points—A, B, and C. 

Paper, blotters, and pens were supplied to the 
candidates taking the examination. 

The grass, the trees, the flowers, and the fields— 
all gave visible evidence of the approach of 
spring. 

Use the comma fo set off a participial phrase | 
placed in the middle of the sentence, if the 
phrase is not essential to the sense of the 
sentence and 1s clearly explanatory. 

The General Manager, having become tired of 
discussing the matter, decided to leave the 
office. 

Our friends, having been pleased at the per- 
formance, induced us to accompany them to 
the theatre. 

Use the comma to separate two clauses 

connected by “‘and,”’ ‘“‘but,”’ “or,” and “‘nor.”’ 

Several strangers appeared at the door, and we 
hastened to find out their business. 

They have written us that they will accept our 
suggestions, and we must hasten to supply 
them with the necessary data. 

You evidently have been successful, but I, on 
the other hand, seemed to have failed miser- 
ably. 
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Use the comma to set off a thrown-in, or 
parenthetical expression. Words and phrases 
frequently punctuated in this way are however, 
moreover, then, on the other hand, of course. 
It is particularly important to note that a comma 
is used before, as well as after, the parenthetical 
word or phrase. In short sentences the use of the 
comma in this way is often omitted. 

There was, however, only one thing left to do. 

We do not feel, on the other hand, that you have 

given us sufficient explanation. 

Use the comma to set off non-restrictive or 
explanatory phrases and clauses. This prin- 
ciple applies particularly to explanatory relative 


clauses. Note too that the comma is used before, 
as well as after, the explanatory phrase or 
clause. 


Our offices, originally considered entirely suitable 
for our needs, are now altogether inadequate. 
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Your letter, which reached me this morning, 
does not give me the information I desire. 

The automobile, which was built in accordance 
with a special design, has turned out to be 
wholly unsatisfactory. 

Use the comma before short, direct quota- 

tions. 

He said to me, “I feel that you are making a 
mistake.” 

The judge remarked to the district attorney, 

“You conducted that case with great skill.”’ 

A fuller use of commas is commonly made in 
books and magazines than in newspapers. In. 
studying punctuation from the printed page, the: 
reader should keep in mind that newspaper 
punctuation has been developed for a particular 
purpose, and the style is not necessarily controlling, 
The general tendency, however, is. toward the 
elimination of unnecessary punctuation marks. 


Alexander Aderer, C.P.A. 


the passing from a life of activity and service 
of one of the leaders in Accountancy. Alex- 
ander Aderer, C.P.A., of Alexander Aderer & 
Company, certified ‘public accountants, New York 
City, died suddenly on July 7, 1924, as a result of an 
operation which he underwent a short time before. 

There is a wealth of romance, of inspiration, and 
of example in the career of this well-known ac- 
countant. Coming to this country as a boy, un- 
familiar with its ways, and by no means adept in 
the use of its language, Mr. Aderer, by sheer 
ability, personality, and perseverance, made his 
own way, and with no financial support, carved an 
outstanding career in professional Accountancy 
practice. Success did not in the slightest degree 
turn his head. He never forgot his early struggles, 
and it has been said of him that he never refused aid 
to any worthy person who came to him, whether 
the request was for aid in the form of money or 
assistance in securing a position. Instead of em- 
bittering the man, his early years of struggle but 
made him the more warm hearted and the more 
keen to assist others over the rough spots in the 
road that he himself had travelled. His com- 
munity and his profession can ill afford to lose men 
of the stamp of Alexander Aderer. 

He was born on January 31, 1870, in Vienna, 
Austria, where he attended commercial school and 
later the gymnasium. The Aderer family was 
prosperous and influential, but met with financial 
reverses while Alexander was still a boy. America 
seemed to offer the opportunity that he sought. 
So, with but little money, but with the good wishes 
of friends and relatives, and with his credentials 
from the Vienna schools that he had attended, Mr. 
Aderer, at the age of eighteen, came to America. 
Fortunately, his commercial training in Vienna had 


Orne. more it becomes our sad duty to record 


fitted him for bookkeeping work. He had an elder 
brother who had settled in Cincinnati, and he went 
there immediately upon his arrival in New York. 
This brother was able to assist him in securing a 
position as bookkeeper. 

Mr. Aderer soon developed both a liking and a 
definite aptitude for bookkeeping work. He had 
not been in this country long when he began to 
devote his leisure time to the study of Accountancy 
in order to fit himself for something better than a 
mere routine position. At the same time he en- 
deavored to improve his use of English. It is 
significant that Mr. Aderer, although he never 
studied English in a formal way in school in 
America, was such a keen observer of what others 
wrote and said that he secured a mastery of idio- 
matic English of which any man might well be 
proud. Even the intricacies of spelling gave him 
but little trouble. 

The lure of a larger city and greater opportuni- 
ties eventually drew him from Cincinnati to New 
York, where he secured a position with a well- 
known English accountant, F. A. Wiggins, F.C.A., 
with whom he was associated for several years. 
Upon the death of Mr. Wiggins, Mr. Aderer estab- 
lished his own office for the practice of Accountancy, 
and continued to conduct this practice, which 
eventually became very intensive, until the time 
of his death. He made friends easily, and had 
a wide acquaintance among business and profes- 
sional men. 

In due time Mr. Aderer became a citizen and 
contributed much to the country of his adoption. 
Upon examination he was awarded, on September 
22, 1909, the certificate of certified public ac- 
countant in the state of New York. He was also 
a certified public accountant of the state of Penn- 
sylvania. He was a member of the New York 
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State Society of Certified Public Accountants, for 
several years serving on the board of directors. 
He was also a member of the American Institute 
of Accountants, the Pennsylvania Institute of Ac- 
countants, and the American Society of Certified 
Public Accountants, on whose board of directors 
he was serving at the time of his death. Mr. 
Aderer belonged to the Arbitration Society of 
America, the New York Credit Men’s Associaton, 
and the Oak Ridge Golf Club. 
zations he took an active interest. He leaves 
behind him his wife, Minnie G. Aderer, two sons, 
Ralph and Alexander, and one daughter, Marion 
Aderer. Mr. Aderer’s city home was at 221 West 
82nd Street, New York City. 
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The Question and Answer Department 


This Department does not publish answers to all questions received, but only to those which are 
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Mr. Aderer’s business and professional asso- 
ciates will remember him as an able practitioner of 
his profession, as a tireless worker—one who never 


“spared himself when there was work to be done— 


as a man who was unreservedly loyal, and as a 
friend who was always willing to extend a helping 
hand. He was a regular supporter of many chari- 
ties-—the extent of his help probably will never be 
known. It was not his nature to speak of acts of 
personal kindness, a reticence that truly charac- 
terized the man. ; 

Such, in brief, is the measure of this man. He 
gave much, and was awarded in kind. His career 
iS an inspiration and an example. The most that 
we can do now is to pay tribute to it and to the 
man himself who has passed from our ken. 


A communication, in order to re- 


ceive attention, must contain the name and address of the person asking the question. 


deemed to be of general interest to readers of The Pace Student. 


quantity of burlap bags from New York 
manufacturers. Assuming the following 
terms, when does title pass ? 
Supposition 1—Terms, $15.00 per hundred, f.o.b. 
Baltimore. 
Supposition 2—Terms, $15.00 per hundred, c.i.f. 
Baltimore. 
Supposition 3—Terms, $14.00 per hundred, f.o.b. 
New York. 
Supposition 4—Terms $15.00 per hundred, 
freight to be allowed on Baltimore basis. 


A FIRM in Hegerstown, Md., purchases a 


Answer: 

Title passes in supposition 1 when the goods are 
delivered at Baltimore. This is also true in sup- 
position 2. In supposition 3 title passes on de- 
livery to the carrier at New York. In supposition 
4 title passes on delivery to the carrier at New 
York. 


HEN contract was made it contained the 

condition that purchaser could ship some 

of the bags to other points than Baltimore, 
and under this option the purchaser shipped a 
number of bags to Hagerstown. Under supposi- 
tions 1 and 2, when did title pass? 


Answer: 

We do not fully understand this question, but 
assuming that the purchaser had an option to 
indicate where delivery should be made, the title 
would pass, either f.o.b. or c.i.f., when goods were 
delivered to the carrier at the point designated by 
the purchaser under his option. 


$21,000.00 of capital stock for goodwill. He 
wishes to turn $15,000.00 of this stock back to 
the treasury and out of the amount so turned back to 


"T 821 president of this company has issued 


have distributed, among the twenty stockholders 
a dividend of 20 per cent., which amounts to about 
$13,000.00. Please inform me how this should be 
handled, and also advise me whether it affects 
income tax 


Answer: 


The proper entry to be passed when the $15,- 
00.00 of capital stock is turned back is as follows 
TREASURY STOCK.............. 15,000.00 
To STOCK DONATION....... 
For receipt of stock donation. 

When the stock dividend is declared, entry 
should be passed as follows: 
SUISPLUS +). 2a eee eee eee 

To STOCK DIVIDEND PAY- 


For declaration of stock dividend. 


When the stock is issued as a stock dividend, 
the entry should be as follows: 
STOCK DIVIDEND PAYABLE... 

To TREASURY STOCK...... 


For issuance of stock in settlement of 
stock dividend. | 


15,000.00 


13,000.00 
13,000.00 


13,000.00 
13,000.00 


The matter does not affect the income tax 
return of the corporation in any way so far as 
taxable income is concerned. The receipt of the 
capital stock as a donation does not constitute 
taxable income, nor does the payment of the stock 
as a stock dividend constitute deductible expense. 
The transactions are classed as ‘‘capital’’ trans- 
actions. 

The question arises then as to the disposition of 
the stock donation account. We assume that 
the good-will was fairly valued at the time the 
stock was issued for it in the first instance. Under 
such circumstances, the balance of the stock dona- 
tion account may be closed out into surplus ac- 
count. 
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A Biographical Sketch 
of L. Christian Andersen, C.P.A. (N. Y.) 


Managing Senior, Stagg, Mather & Company, Public Accountants, 
| New York City, and a graduate of Pace Institute, New York 


SOUND conception of educational 
requirements, diligent overtime 
study, steady and purposeful 

attention to business and professional 
duties—herein are found the secret of 
the success of an able young certified 
public accountant who has made his 
mark in New York practice. We refer 
to L. Christian Andersen, C.P.A. (N. Y.), 
employed as managing senior of Stagg, 
father 8& Company, public account- 
ants, New York City. 

Mr. Andersen was born, in 1891, at 
Tonsberg, a small city in Norway. 
When he was about two and one-half 
years old, his parents emigrated to 
America and settled in Brooklyn. In 
this borough he received his grammar- 
school education and was graduated 
from Brooklyn Commercial High School 
in 1908. 

Upon graduation, Mr. Andersen was 
anxious to get an immediate start in 
business, and his first position was that 
of bookkeeper-stenographer with a lace 
house in New York City. The com- 
mercial training that he received in 
high school, coupled with natural ability, 
enabled him to master the details of 
this first position with little difficulty. 

A better opportunity was soon pre- 
sented, however, when he was offered a 
secretarial position by Edward Gribben 
& Sons, dealers in linens. He remained 
with this firm for about three years 
when he accepted a position with John 
H. Brewster, a dealer in Swedish steel. 
During his service with this organiza- 
tion, he received a varied experience, 
consisting of stenographic and book- 
keeping work, coupled with some 
selling. 

Later, he received valuable experience 
in a large industrial corporation—the 
Tidewater OilCompany. With this com- 
‘pany he made an enviable vocational 
record and mastered the details of the 
purchasing department. 

Mr. Andersen, during his employ- 
ment with the Tidewater Oil Company, 
decided that his vocational calling was 
the profession of accountancy. His 
bookkeeping experience had served to 
convince him that his natural aptitudes 
lay in this direction and that practical 
training and study of accountancy were 
necessary to further develop him and to 
enable him to attain a_ professional 
status. 


In order to secure the broad knowledge » 


that he needed in conjunction with the 
experience acquired in his daily routine, 
Mr. Andersen enrolled at Pace Institute, 
New York, and completed his study of 
Accountancy and Business Administra- 
tion in 1913. Soon after graduation, he 
decided to prepare particularly for the 
public practice of accountancy and to 
make the C.P.A. certificate of New York 
his goal. In order to gain the practical 
experience necessary to take the exam- 


ination, ard after a vocatioral ccnfer- 
ence with a member of Pace Institute 
faculty, he accepted a position as junior 
accountant with Lovejoy, Mather & 
Hough, this firm style later being 
changed to Lovejoy, Mather, Hough & 
Stagg. In 1923, the firm of Lovejoy, 
Mather, Hough & Stagg was dissolved 
by limitation, and Mr. Andersen be- 
came managing senior for the new organi- 
zation of Stagg, Mather & Company. 


L. CHRISTIAN ANDERSEN 


In 1923, Mr. Andersen, having ob- 
tained the necessary experience and 
training, decided to sit for the C.P.A. 
examinations of New York. He was 
among the successful candidates and 
received his certificate in the early part 
of 1924. It is interesting to note that 
Mr. Andersen’s experience has been 
varied to some extent, but from the 
beginning has involved bookkeeping 
training This early experience and 
his past and present experience with 
an accountancy firm, assure for him suc- 
cess in his chosen vocation. 

Mr. Andersen still resides in Brooklyn, 
where his parents first settled when they 
came to America, and where he received 
his early education. He is married and 
has two children. We have seldom had 
occasion to chronicle a more consistent 
and_ satisfactory vocational develop- 
ment. Mr. Andersen has achieved full 
professional status and has laid the basis 
for a useful and productive career. 
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The Reason for Final 
Examinations at 
Pace Institute 


REQUENTLY the question has 

been raised as to why Pace Insti- 

tute conducts final examinations in 
the major subjects of the course—Ac- 
counting Theory and Practice, Econo- 
mics, Law, and Auditing—and why it 
makes the passing of the final examina- 
tions a prerequisite for graduation from 
the Institute. Under ordinary aca- 
demic practice, final examinations upon 
the completion of a three or four-year 
course of study are not ordinarily given. 
Usually tests are given from time to 
time, as, for example, upon the comple- 
tion of a semester’s work. The feeling 
seems to be that in a long course of study 
much of the material covered in the early 
part of the course is not fresh enough in 
the mind of the student to enable him 
to pass creditably a final examination 
upon it. Usually the grades made by 
the student in the different examina- 
tions throughout his course are used as 
the basis for the award of the graduation 
diploma. 

At Pace Institute, however, final 
examinations are prescribed that are, 
perhaps, more comprehensive and severe 
than any other examinations given in 
the country on the subjects covered. 
Many students of the Institute expect 
to take the American Institute or the 
C.P.A. examinations, and the Institute 
feels that for this reason it is desirable 
to prepare students for these professional 
examinations by means of a final-ex- 
amination test at the Institute that will 
be at least as difficult, if not more 
difficult, than any accountancy examina- 
tion that the student will be called upon 
to take. This plan of course means 
that failures are likely to occur in these 
final examinations, yet students are 
held rigidly to the examination standard, 
and if they fail, they must review the 
subjects and take the examinations 
again—several times if necessary—until 
they bring themselves up to the point 
where they can pass a_ professional 
examination. Notwithstanding a stu- 
dent’s failure, the Institute is always 
willing to give such a student a state- 
ment showing exactly the work which 
he may have covered in the school. 


CHARLES E. W. HELLERSON, 
PHILIP F. ALTHER AND JOHN D. 
STEVENSON, certified public ac- 
countants previously associated with 
ALEXANDER ADERER, announce 
the formation of a co-partnership to 
engage in the general practice of public 
accounting under the firm name of 
Alexander Aderer & Co., certified pub- 
lic accountants, 225 Fifth Avenue, 
New York City. 


FREDW.YEAGER, former student, The 
Buford College (Pace Course), Dallas, 
Texas, was among successful candidates 
in recent Texas C.P.A. examinations. 
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Success Through Service 


UCCESS in business usually means that a 

man can measurably control his own time and 

activities, as well as organize and direct the 
affairs of a business or a department of work. 
Hence, we commonly find that the more successful 
a man is in business, the more likely he is to be 
available for service on boards of directors or com- 
mittees engaged in non-profit activities, such as 
hospitals, charity organizations and Y.M.C.A’s. 
A good business man is usually able to set aside 
some of the time available for personal purposes 
to service work, and when the time is allotted, 
he is likely to give. the work the same care and 
attention as he would to any business assignment 
requiring thé same amount of time. Because of 
his training, he is likely to crowd into the hour 
devoted to the committee meeting much more 
than a man without his training could do, and his 
example is beneficial to his associates and to 
the secretaries and employees of the organization 
which he serves. Among institutional executives, 
it is well recognized that the most effective direc- 
tors and committeemen are found among the 
busiest men of affairs. 

It is undoubtedly true, also, that time devoted to 
this class of work develops a man’s character and 
ability, and in the long run aids him in the achieve- 
ment of worldly success. Particularly, this is true 
of young professional men—lawyers, physicians, 
dentists, engineers, and accountants. It often 
happens that a young man entering a profession has 
time available for participation in affairs of a public 
or quasi-public nature. Even if he has no more 
time available than his evenings, a part of the time 
should be devoted, as a matter of principle and 
regular practice, to helpful service in non-profit 
organizations of one kind or another. This prac- 
tice long continued develops acquaintanceships 
and friendships and operates as a relief from the 
affairs of practice. Eventually, it is likely to be a 
powerful factor in achieving professional success. 
Almost as much can be said in favor of this type 
of participation on the part of the young man in 
business. 

Success, in fact, is achieved almost as much by 
what a man is and what he does outside of busi- 
ness hours as by his activities during working 
hours. A reasonable participation in affairs con- 
ducted for the benefit of others is always a worth- 
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while investment of a young man’s time. When he 
seeks the secret of success of this successful banker 
or of that prominent railroad executive, let him be 
careful to study, not only the business methods and 
achievements of the successful man, but also his 
use of his personal time in the rendition of service 
to others. 


Will Power Plus 


CCORDING to “Engineer,’’ published by 
AN Lockwood, Greene & Company, Carl Knittel, 
who lives out in II]linois, is a man who has 
will power plus. Flat in bed in a hospital for over 
three months, with the lower part of his body fixed 
in a steel jacket, Mr. Knittel, who is a sales agent 
for several large manufacturing concerns, has. 
merely transferred his office to his bed and has 
kept right on doing business. 

Said the newspaper man who visited him, “On 
a long pole above him, extending from the head to 
the foot of his bed, he has had movable clamps 
placed for holding papers and memoranda needed 
for his daily work. On a table beside the bed he 
has a filing cabinet, catalogues, and other business 
Papers systematically arranged. A long-distance 
telephone is within reach of his hand. For two 
hours each day he has a stenographer and typist to 
take care of his correspondence. 

“For three months Mr. Knittel has not been able 
to move his body. During the day he rests on his 
back so that he can attend to his business. At 
night he is turned over for sleep and rest. Always 
cheerful, he entertains his visitors as few men can, 
always ready with a new story and a good one. 
And each day he is doing business in a big way. 
Last week he received an order for two carloads of 
phonographs from a large Minneapolis concern and 
this week sold them a third car. His trade terri- 
tory extends from New York to the northwest and 
southwest, and by the use of the long-distance 
telephone, telegraph, and through personal corres- 
pondence he seldom fails to secure his order.” . 

Here is will power plus. Working under mis- — 
fortune that would have broken a man less stout of 
heart, Mr. Knittel not only carries on, but is actu- 
ally increasing his business. Let the man in good 
health and in possession of all his faculties take 
heart when things begin to go against him and 
remember the man who has transferred his office to 
his bed, and who is carrying on as though nothing 
had happened. 


Worry 


RY sometime drawing up a list of the things 

that worry you most. Put the list away, and 

then two or three weeks later, check it over 

and see how many of the things you were worrying 

yourself sick over never happened at all. Make 

several of these lists. Later on check them over 

in the same way. There is no finer antidote for 

the old bugbear worry than some actual statistics 
on how little he really does amount to. 
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A Record of Twenty-five Years 


Progress and achievement in Accountancy are reflected from time to time in pub- 
lications of a historical nature issued by accountancy firms. 


Itis with pleasure 


that we review below a work of this character published by the well known 
Accountancy firm of Lybrand, Ross Bros. & Montgomery.—THE EDITOR. 


a RECORD of Twenty-five Years’’ 
is the title of a book privately 
printed and distributed by the 

accountancy firm of Lybrand, Ross 

Bros. & Montgomery—a book that 

records an epoch in the development of 

the profession of accountancy, as well 
as in the growth of one of our large ac- 
countancy firms. The book is treated 
as the 25th Annive-sary Number of the 

L.R.B. & M. Journal, a magazine 

published by the firm. 


William M. Lybrand 


The foreword, entitled ‘‘Progress—A 
Professional Obligation,” states a creed 
that can be considered with profit by 
every accountant engaged in practice. 
This foreword is as follows: 

‘Let us all, partners and staff, on this 
twenty-fifth anniversary of the founding 
of our firm, ask ourselves whether our 
attitude toward our profession is one 
which will promote progress during the 
next twenty-five years. 

‘“‘We should not blindly accept exist- 
ing theory and practice as final, no 
matter how satisfactory they may ap- 
pear to be, nor how generally they may 
be approved. 

“It is our duty to be critical but our 
criticisms should be constructive. While 
progress involves change, mere change 
does not insure progress. Whether or 
not changes are really desirable can be 
determined onlyby open-minde d, serious 
study and an accurate judgment of 
relative values of both the old and the 
new. 


“Once convinced that a proposed 
change is truly progressive, it is our 
duty to our profession to fight for its 
adoption.”’ 

The book contains many facts that will 
be of value tothe Accountancy historian 
of the future when he comes to write of 
the development of accountancy as a 
profession. The firm of Lybrand, Ross 
Bros. & Montgomery was established in 
Philadelphia in 1898. The four original 
partners, all of whom are still active in 
the firm’s affairs, were William M. 
Lybrand, T. Edward Ross, Adam A. 
Ross, and Robert H. Montgomery. 
These accountants, whose names are 
everywhere known in accountancy and 
in business, had previously been asso- 
ciated with John Heins, a leading public 
accountant of Philadelphia, first as 
juniors, then as seniors, and finally as 
partners. The book gives testimony 
to Mr. Heins’ rigorous and effective drill 
in accountancy practice. 

This firm, which now consists of 
twelve partners and a staff of nearly 
five hundred persons, located in twelve 
different offices, started with the four 
partners and a staff of two assistants. 
The members of the firm have taken a 
notable part in the development of ac- 
countancy literature, in the development 
of schools, and in the activities of pro- 
fessional societies. These services to the 
profession of accountancy are too well 
known to need recounting in this review. 


An interesting section of the book 
contrasts the status of public accounting 
in 1924 and 1887. The accountant in 
1887 was usually called in to undertake 
work for the primary purpose of detect- 
ing suspected fraud or for the purpose of 
preventing irregularities. Important 
matters of principle, questions of policy, 
determination of values were given little 
or no attention because of the undue im- 
portance that was attached to the veri- 
fication of the minutes of the business 
transactions. The work of accountancy 
in 1924 is presented under the general 
headings of Financial Examinations, 
Constructive Work, Budgetary Control, 
Advisory Service, and Taxes. 


The following comment under the 
heading of ‘‘Professional Activities’’ is 
of especial interest: 


“The group activities of accountants 
that were to find their culmination in the 
recognition of accountancy asa “‘learned”’ 
profession .are mostly included within 
the twenty-five years just closing. It is 
to the pioneers, who during that twenty- 


. five-year period struggled for the recog- 


nition of the accountant and by precept 
and example worked for higher and 
higher standards inside the profession, 


‘ 


that those who are practising today owe 
the standing they have in the business 
community. 

“This debt is owing by every member 
of the profession, from the ambitious 
young junior just entering on the study 
of accountancy to the veteran certified 
public accountant with many years of 
experience behind him. On each, as 
his share of the common obligation, is 
imposed the duty of working as best he 
can to maintain and advance the profes- 
sion to which he is privileged to belong. 

“The man who places himself on 
record as supporting those purposes for 
which all are working, by joining one or 
more of the organizations of his profes- 
sion, who takes an active part in organi- 
zation affairs, who contributes to its 
literature by publishing the carefully 
formulated expression of his experience, 
is repaying his share of this obligation. 
Substantial as the growth of the profes- 
sion has been, it is still only in its early 
stages; its tomorrow is in the hands of 
those who are engaged in its practice 
today. 

“In the story of the development of 
the firm of Lybrand, Ross Bros. & Mont- 
gomery from its small beginning in 
Philadelphia to its present wide acti- 
vities, there is found an interesting 
parallel to the growth of the profession 
of accountancy. 

““Twenty-five years ago the organiza- 
tions of accountants represented a thinly 
scattered membership from a profession 
that had not yet obtained more than the 


G. Edward Ross 
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slightest recognition. Today there are 
organizations in every state and terri- 
tory embracing a total membership run- 
ning up into many thousands, and 
wielding an influence, both among their 
own members and in their relations with 
the world at large, that is comparable 
to that exercised by the organizations 
of the old established professions of law 
and medicine. 

‘“‘Twenty-five years ago there was not 
a single American publication to which 
accountants could turn to supplement 
the knowledge gained from their own 
daily experience; today they have their 
own Official publications and a great 
number of other journals devote a arge 
share of their text to the exposition of 
topics coming within the accountant’s 
province. 

“The story of the growth of the field 
of the professional accountant and audi- 
tor away from the old-time status of 
‘expert hookkeeping’ to recognition as a 
highly trained and skilled profession 
having perhaps more rigorous standards 
of qualification and practice than anv 
other, is the story of the development 
both of organizations devoted to the ad- 
vancement of the new profession and cf 
a literature setting forth the best current 
theory and practice of accountancy.”’ 

This firm sces something in business 
besides the daily grind of routine effort. 
A chapter is devoted to ‘““The Romance 
of Business”’ from which we quote: 

‘‘Modern business, with its orderly 
routine and its attention to minute detail, 


Adam A. Ross 


appears to many persons prosaic. It 
is safe to say that no professional ac- 
countant holds this view, for perhaps no 
other individual sees so much of what, 
for want of a better phrase, may be 
called ‘the romance of business’. 

“The everyday work of the profes- 
sional accountant and auditor brings 
him intimate knowledge of those factors 
that make for business success or failure. 
He knows that the qualities of integrity 
persistence, sagacity, courage, and gen- 
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erosity find a field for their fullest ex- 
pression in the operaticns of business. 
Behind the cold figures that he scans, 
behind the reports that he compiles, are 
often stories of business adventure fully 
as thrilling as the most daring inventions 
of fiction, and along with these, more 
compelling stories of business achieve- 
ment, of the fruition of the efforts of 


Robert H. Montgomery 


individuals or groups in the face of 
tremendous difficulties, of unselfish pub- 
lic service. From the records which 
pass before him pictures shape them- 
selves of the growth of communities, 
and of the nation itself; of the enduring 
vitality of soundly based institutions, far 
exceeding the ordinary span of human 
organizations; the emergence of new 
industries and their development into 
national, and even international, im- 
portance.” 

The book gives evidence of much care 
in preparation, and is especially pleas- 
ing from the typographical viewpoint, 
being printed on antique paper in old- 
style type. Excellent pictures of the 
partners are included, as well as many 
half-tones of general and branch staff 
dinners. It is believed that publica- 
tions of this kind, not only stimulate 
staff morale, but serve a useful purpose 
in providing a permanent record of the 
development of accountancy. 


New York 


C.P.A. Examinations 


MONG the successful candidates 
who sat for the New York State 
C.P.A. examinations early in 

1924, are Walter J. Gill and Benjamin 
Fischler, both former students at Pace 
Institute, New York. 


FRANCIS T. PENDER, graduate of 
Pace Institute, New York, is now treas- 
urer of the Prudence Corporation, New 
York City. 
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The Pace Agency 
for Placements, Inc. 


ECENTLY, a student requested 
information concerning the rela- 
tion of the Pace Agency for 

Placements to a student at Pace Insti- 
tute. Mr. Homer S. Pace has clearly 
explained the status of the Agency in 
the following reply: 


“IT have given very careful attention 
to your recent letter in which you make 
inquiry as to the relation that Pace 
Agency for Placements, Inc., bears to a 
student in Pace Institute. ; 

“First of all, the Institute, through its 
faculty, extends freely and without 
charge vocational advice to every stu- 
dent enrolled. I personally give many 
hundreds of vocational interviews every 
year, and I am often able to suggest a 
satisfactory solution to a_ student’s 
vocational problem. Oftentimes, I can 
suggest how a student, by personal calls, 
letters, or advertising, can obtain a 
satisfactory position in case it is evident 
the one he holds is not suited to his 
capacities or needs. 

““Pace Agency for Placements, Inc., is 
an entirely separate organization. It is 
a ccrporation conducting an employ- 
ment agency and is subject in all its 
charges and procedures to the laws of 
the state of New York. It is regularly 
inspected by a representative of the 
Bureau of Licenses and in all of its opera- 
tions must be considered to be a dis- 
tinct entity. Many Pace students pre- 
fer to avail themselves of the services of 
the Agency in securing positions and 
many, in fact, make applications in 
other agencies as well. Of course, the 
Agency is open to the public, and 
applications are made by persons who 
have never been enrolled in Pace Insti- 
tute. The record of each applicant is 
considered, his references are investi- 
gated, and, when a suitable opportunity 
presents itself, he is sent to the pros- 
pective employer for an interview. 
When a call comes in for an applicant, 
the officers of the Agency are expected 
to use their honest judgment and to 
send for interview the two or three best 
people who are available. Many of the 
students of Pace Institute have the mis- 
taken idea that the Agency is a part of 
the school and that a student should 
have priority, regardless of the appli- 
cants’ qualifications. 

“Of course, an agency does not create 
the positions; and, oftentimes, the 
Agency is strictly limited by the em- 
ployer as to qualifications of the indivi- 
dual to be sent. Matters of religious 
connections, nationality, academic edu- 
cation, and the like are often specified, 
and then the Agency must work inside 
of these specifications. 

“There are times when the calls for 
positions (and this is often the case) 
exceed the demand by employers. We 
have been running through a period, for 
six months or a year, in which this 
condition has existed, and it has not been 
easy to place all the people who have 
made application. I think you would find 
that the same conditions exist in every 
other employment agency in the city.” 
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New York City’s Finances 
(Continued from Page 149) 
Receipts Debt redeemed: 
Tax collections... .. $11088,960,coaisgn me evcuue ills... ssgaay287,800,000,00 


Assessments collected 8,618,535.40 


297 ,587,928.98 

General fund, sundry 
revenue receipts... 
General fund, surplus 
revenues from sink- 
ie und 3No..1. 2... 
Receipts to special 


41,340,021.94 


38,500,000.00 


andtrustfunds.... 33,088,269.94 
Reimbrrcements and 
FETUNCS. 6 hl a a 502,671.60 


411,018,892.46 
Revenues pledged to 


sinking funds...... 131,941,474.83 
$ 542,960,367.29 

Borrowin§s: 
Revenue bills... ... $ 272,200,000.00 
Ve {ove A ses ee eae 20,825,000.00 
Max notes... .c.2.. 3,700,000.00 


Temporary  bor- 


TOWINGS OF last: 296,725,000.00 
Corporate stock 

TVOLOS~ Bes 5 Gun eet 183,967 ,800.00 
Assessment bonds. . 11,000,000.00 


Total borrowings. $ 491,692,800.00 


Recapitulation 
Total collections ex- 
cept borrowings— 


year1923......... $542,960,367.29 
Total borrowings 
Vea 925.5 sees $491,692,800.00 
Grand Total, Re- 
ceipts of Year 
LOLS Meas ee hs ns $1,034,653,167.29 
Payments 
Budget appropriation 


expenses for opera- 
tion and maintenance 
of city government... $310,583,489.91 
Special revenue bond 
expenditures for cur- 
rent expense, not pro- 
vided for in budget. . 
Outlays for public im- 
provements, financed 
by corporate stock, 
tax notes, and assess- 
ment bonds):....... 
Interest on general fund 
870) le CS ee 
Amortizaticr Installmer.t 


21,049,823.77 


82,594,408.06 


12,620,564.39 


to sinking funds..... 7,104,088.71 
Water revenues, trans- 

fer to sinking fund... 3,629,766.38 
State taxes. .4 0... 5. 12,595,623.67 
Refund of bank taxes.. 3,449,666.95 


Expenditures from spe- 
cial and trust funds. . 

Miscellaneous refunds, 
interest, etc.... 


10,298,541.80 


163,029.04 


464,089,002.68 
Payments from sinking 
RINGS etek: | aly 2s 137,595,329.03 


$601,684,331.71 


18,950,000.00 
2,500,000.00 


Special revenue bonds 
‘(Lax NOtes: 4)... aeaee 


Temporary debt $309,250,000.00 
Corporate stock notes 119,144,000.00 
Serial bonds and cor- 


porate stock...... 9,010,045.24 
Assessment and water 
DONS: 6.5 -. . eee 3,126,680.47 
Total debt 
redeemed..... $440,530,725.71 
Recap‘tulation 


Total payments ex- 
cept payments for 
debt redemption— 


vear 19230... 7 $601,684,331.71 
Total debt redeemed 
—year1923....... 440,530;725.71 


Grand total, pay- 
ments of year 1923. $1,042,215,057.42 


The several forms of corporate securi- 
ties issued by the city may be briefly 
classified as revenue bonds (revenue 
bills), special revenue bonds, corporate 
stock and serial bonds, corporate stock 
notes, tax notes, assessment bonds, and 
general fund bonds. 

Revenue bonds are issued in anticipa- 
tion of collection of taxes at times 
throughout the year when the revenues 
which have been currently received have 
been insufficient to meet budget re- 
quirements. The bonds are issued and 
disposed of by the comptroller, without 
public competitive bidding, to private 
banking interests at the lowest interest 
rate obtainable on the date of loan. The 
total revenue bonds issued during the 
year 1923 amounted to $272,200,000. 

Special revenue bonds are issued under 
authority of the Greater New York 
charter, to obtain funds for the payment 
of various unforseen current expenses 
not provided for in the budget. There 
are certain expenses which are impos- 
sible to estimate in advance—for ex- 
ample, the cost of snow removal is 
entirely dependent upon the natureof 
winter weather. The board of estimate 
and apportionment authorizes the issue 
of $21,957,965.31 of special revenue 
bonds. The total amount actually issued 
during the year 1923 was $20,225,000. 

The term ‘‘corporate stock”’ as applied 
to municipal finances should not be con- 
fused with capital stock of a business 
corporation. The latter conveys to the 
owner certain powers of management 
and control over the affairs of the busi- 
ness corporation, but the holder of 
corcorate stock securities of the City of 
New York occupies only the position of a 
bond-holder. The words “bond” and 
““corporate stock” are often used inter- 
changeably. 

The term ‘‘corporate stock’’ usually 
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refers to long-term bonds sold by the 
City of New York, the total issue be- 
coming due and payable upon one cer- 
tain date stated in the bond or certificate. 
Most of these bonds, issued for acquisi- 
tion of sites and for construction of 
public buildings, are dated to mature 
either 40 years or 50 years after the date 
of issue. 

The term ‘‘serial bond”’ is applied to 
bond issues, an equal portion of the 
total of which becomes due and payable 
each year. For example, in the event 
of a sale to the public of ten-year serial 
bonds for a particular specified purpose, 
the successful bidder would receive ten 
separate bonds or certificates, due, 
respectively, one year after date of sale, 
two years, three years, etc. 

Revenue-producing improvements, 
such as docks, ferries, rapid transit, and 
water supply can more satisfactorily be 
financed by serial bonds, because the 
money received each year from the com- 
pleted improvements can be applied to 
retire the proportionate part of the 
serial bond issue for that specified pur- 
pose, redeemable in that year. Under 
the present law, corporate stock shall 
be issued only for sites, construction and 
equipment. public buildings, and re- 
venue-producing improvements. The 
entire amount of the corporate stock 
issue becomes due and payable on the 
stated date, but provision is made for 
the ultimate redemption by amounts set 
aside each year in sinking funds. 

Non-revenue producing improvements 
may be financed by. issue of serial 
bonds, the time-period to be based upon 
the estimated life or duration of the im- 
provement, varying from two years to 
forty years. The proportionate annual 
amount of these serial bond issues due 
each year must be provided for by in- 
cluding an item for installment for re- 
demptions in the annual tax budget. 

Deficiencies of revenues pledged to 
sinking funds to cover actuarial re- 
quirements of the particular funds, must 
also be adjusted annually by including 
an installment for amortization of 
bonded debt ‘in the annual tax budget. 

The comptroller determines whether a 
particular issue shall be sold to the public 
as corporate stock, or as serial bonds. 
The certificates are not interchangeable. 
The purchaser of either class of security 
has a choice of accepting either a regis- 
tered certificate, in which case the 
interest on investment is mailed to him 
semi-annually. He may prefer, how- 
ever, bearer bonds, with interest cou- 
pons attached. The covpvons may be 
cut and presented periodically for col- 
lection of interest. 


Corporate stock authorizations of 1923 
were as follows: 


For various municipal 


DUTPOSeS.a; aoe ae $ 29,582,005.73 

For sites and_ school 
construction........ 60,000,000.00 
For water supply...... 9,267,593.00 

For rapid transit con- 
struction... a 8,666,395.73 
For dock purposes..... 1,089,000.00 
OCG Leathe fir. «eras $108 604,994.46 
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The expenditures for the foregoing 
purposes were financed temporarily by 
issue of corporate stock notes, explained 
below. There were no sales of corporate 
stock or serial bonds during 1923. This 
was in accordance with the policy not 
to dispose of corporate stock in odd lots 
at frequent intervals, but to sell in large 
parcels when the most favorable price 
is obtainable. 

Corporate stock notes are issued in 
anticipation of the sale of corporate stock 
and serial bonds, for the temporary 
financing of authorized improvements. 
These corporate stock notes are re- 
deemed and retired from proceeds of 
subsequent sales of corporate stock and 
serial bonds issued for the same specified 
purpose. There was a total of corporate 
stock notes outstanding at December 31, 
1923, aggregating $107,213,800. 

There remained on December 31, 1923, 
a balance of approximately $164,000,000 
of corporate stock authorizations ap- 
proved by the board of estimate and 
apportionment; and as the work con- 
tinues on the respective improvements, 
the costs and charges shall be financed 
by issue of corporate stock notes, but 
not in excess of the total authorized. 

Tax notes are issued under the charter 
to pay the costs of non-revenue produc- 
ing improvements, and provision is made 
for their redemption and cancellation in 
the annual tax budget succeeding the 
year in which the tax notes are issued. 
The total amount of tax notes authorized 
by the board of estimate and appor- 
tionment during the year 1923 was 
$6,140,734.84. The total amount of tax 
notes issued in 1923 was $3,700,000. 

Assessment bonds are issued for the 
financing (temporarily) of street im- 
provements and other strictly local im- 
provements, Cash funds are thus provid- 
ed for the payment of contract charges as 
the work progresses. After the work is 
completed, the cost thereof is assessed 
proportionately upon the tax payers 
benefited. The board of assessors de- 
termines the area to be affected by the 
assessment. The assessments collected 
are applied to the redemption and can- 
cellation of the assessment bonds issued. 
On December 31, 1923, there were 
assessment bonds outstanding to the 
total of $40,132,734.82. 

General fund bonds are issued by the 
City of New York and are deposited with 
the sinking fund commissioners, in ex- 
change for cash transferred to the general 
fund of the city treasury to be used for 
current budgetary requirements. This 
cash represents such cash receipts in 
Sinking Fund No. 1 (for the redemption 
of city debt incurred prior to consolida- 
tion), from pledged revenue sources as 
are in excess of the annual requirements 
of the fund for redemption and amortiza- 
tion purposes. The cash thus transferred 
is applied to the reduction of taxes. 

The general fund bonds issued during 
the year 1923 totalled $38,500,000. The 
total amount of general fund bonds 
issued to December 31, 1923, was 
$452,500,000. These bonds are all dated 
to mature Novemter 1, 1930, at which 
time they shall be automatically can- 
celled, because the cash left in the sinking 
fund at that date will be sufficient to 
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A condensed statement of the constitu 


September 


tional debt incurring power, 


and the margin within the debt limit, as at January 1, 1924. 


Total debt-incurring power within the debt 
limit (10 per cent of assessed valuation of 
taxable realestate)....... 


POSES et ts. |<... ee ae 
County bonds... . Meets) ee 


Rapid transit bonds....... 
Dock bonds... . Ses. 


Funded debt,non-exempt........... 

Less sinking fund holdings and other amounts 

which may be considered as deductions 
from non-exempt funded debt: 

sinking fund holdingemy 25)... -...2.50) 

Less accrued amortization on exempt bonds . 


Net sinking fund holdings, available for re- 
demption of non-exempt debt........... 

1924 budget appropriations for amortization 
of funded debt ee a ee 

1924 budget appropriations for direct debt 
redemption..),. eee eee 


Total constitutional funded debt 
within the Gept limit) 925 2 J) 
Debts other than funded debts: 

Contract liability for various municipal pur- 
POSES. oh... . SP 
Land liability for various municipal purposes. 
Contract liability for street improvements... 
Contract and land liability for rapid transit. . 


Open market orders—estimated...... 


Less cash funds availabletherefor.......... 


Total debt within the debt limit... . 


Total debt incurring power within 
the debt limit as before mentioned 
Total debt within the debt limit as 
indicated dheves.. ee 


Constitutional debt-incurring power remaining 
within the debt limit at January 1,1924... 

Less Authorizations for: 
schools... .”.. . Smee eae 
Various municipal purposes............... 
Terminal markets......... 
Docks F.5."...%'.... Ses ee 
Rapid transit)... Sie ee 
Assessment bonds (unissued).............. 


Total unreserved margin within the debt limit 
at Januray 1, 1924, available for additional 
specific authorizations for any municipal 
purpose, which the board of estimate and 
apportionment may determine.......... 


$1,059,606,557.30 
$1,825,850,838.62 


21,870,000.00 
3,065,800.10 


$239,033,437.64 
51,013,724.86 
69,943,053.55 


359,990,216.05 


$1,465,860,622.57 


$696,009,489.58 
55,099,138.78 
640,910,350.80 
8,250,000.00 
9,616,652.84 


658,777,003.64 


807,083,618.93 


$ 55,249,313.77 
24,382,751.02 
10,589,400.53 
15,044,697.05 


$105,266,162.37 
100,000.00 


$105,366,162.37 
1,166,498.37 


$ 104,199,664.00 
$ 911,283,282.93 


—_—_—_—_—_—_—_—_______.. 
e_—_—_—_— 


1,059,606,557.30 
911,283,282.93 


LH 


148,323,274.37 


$ 16,626,788.09 

40,235,428.79 

15,000,000.00 

7,544,963.30 

1,300,087.72 

500,000.00 
81,207,267.90 


— 


$ 67,116,006.47 


—_—_—_—_—_—_—_—_—_—_________.. 
—_—_—— 


we | 


aia 


1924 


completely retire all outstanding obliga- 
tions of Sinking Fund No. 1 for the 
redemption of the city debt. 


Prior Debt 


The funded debt of the City of New 
York at the time of consolidation at 
January 1, 1898, was $321,905,514.09, 
and the temporary debts were $9,129,- 
245.01, making an aggregate bonded 
indebtedness of $331,034,759.10. This 
was the total amount of the debts con- 
tracted by the former cities of New York 
and Brooklyn and the several villages 
and townships incorporated into the 
Greater City, which was assumed by the 
new city at that date and thereafter 
became bonded obligations of the pre- 
sent City of New York. 

Part of this prior debt has since 
matured and been retired. The total 
prior debt outstanding at January 1, 
1924, was approximately $47,000,000. 
Specific revenues are pledged to be de- 
posited each year to the credit of Sink- 
ing Fund No. 1 for the redemption of 
the city debt (i. e., debt incurred prior 
to 1898). 


Debt Limit 


The constitutional debt-incurring 
power of the City of New York is now 
limited to 10 per cent of the assessed 
valuation of taxable real estate. This 
limitation applies only to funded debt, 
and does not include temporary debt 
evidenced by revenue bills, special re- 
venue bonds, ortaxnotes. It does, how- 
ever, include corporate stock notes, 
because these in course of time are 
redeemed and cancelled upon issue of 
long-term corporate stock or serial 
bonds. The courts have decided, how- 
ever, that debt incurred for the construc- 
tion or acquisition of certain supposedly 
self-supporting and revenue-producing 
properties shall be exempted from in- 
clusion in the statutory debt limit. 

The 1923 assessed valuation of real 
estate within the City of New York 
subject to taxation for state purposes 
was $10,844,235,898, but, under the tax 
exemption ordinance the assessed valua- 
tion this year of real estate ‘‘subject to 
taxation for local purposes’’ was $10,- 
596,065,573. It is upon the latter 
assessed valuation that the debt limit as 
of January 1, 1924, is predicated. 

The City’s legal right to incur in- 
debtedness by the sale of long-term 
funded securities at January 1, 1924, was, 
therefore, limited to $1,059,606,557.30. 
The actual gross funded debt was 
$1,825,850,838.62, which included, how- 
ever, debt which, by reason of court 
decisions, is excluded from the debt 
limit—county bonds, water bonds, rapid 
transit bonds, and dock bonds issued for 
the construction or acquisition of pro- 
properties presumed to be self-support- 
ing or revenue producing. 

The net funded debt (not exempted) 
at January 1, 1924, was $1,465,860,- 
622.57. A considerable portion of this 
debt is held by the several sinking funds 
of the City of New York; and the amount 
so held, less accrued amortization on ex- 
empted bonds, is deducted from the net 
(non-exempt) funded debt. The net 
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sinking fund holdings so determined at 
January 1, 1924, were $640,910,350.80, 
leaving a net amount of $824,950,271.77. 


The 1924 budget appropriations for 


direct redemption and amortization of 
funded debt are also deducted from the 
net (non-exempt) funded debt. The 
result is that the total constitutional 
funded debt within the debt limit as at 
January 1, 1924, was $807,083,618.93. 

To this total are added debts other 
than funded debts, such as land liability 
and contract liability in connection with 
local street improvements, and for other 
municipal purposes, including rapid 
transit, docks, and schools. This brings 
the total indebtedness within the debt 
limit at January 1, 1924, to $911,283,- 
282.93. The constitutional debt-incur- 
ring power remaining within the debt 
limit at January 1, 1924, was, therefore, 
$148,323,274.37. 

As a further charge against this total, 
the comptroller could issue corporate 
securities to the extent of $81,207,267.90 
for the financing of specified municipal 
undertakings, which the board of esti- 
mate and apportionment has authorized 
and approved, but for which contracts 
have not yet been awarded for perform- 
ance. 

The total unreserved margin within 
the debt limit which remains available 
for additional specific authorizations for 
any municipal purposes by the board of 
estimates and apportionment as at 
January 1, 1924, was $67,116,006.47. 

A condensed statement of the con- 
stitutional debt incurring power and the 
margin within the debt limit, as at 
January 1, 1924, is displayed on the 
opposite page. 
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Total Debt 


The total bonded indebtedness of the 
City of New York as at January 1, 1924, 
was $1,874,788,892.62. This consisted of 

Temporary debt... $ 48,927,500.00 

Funded debt...... 1,825,850,838.62 


Total........ $1,874,778,338.62 


The temporary debt consists of 
revenue bills and special revenue bonds, 
all of which will be redeemed during 
1924 from tax levy collections. All 
interest payable on temporary debt and 
funded debt (since consolidation) is in- 
cluded in annual budgets to be raised by 
tax levy. 

Since the time of consolidation of the 
Greater City, provision has been made 
each year upon sound actuarial bases 
for the redemption and amortization of 
bonded indebtedness contracted, by the 
establishment of sinking funds. 

New York City securities are there- 
fore representative of the safest and the 
highest grade of investment securities in 
the financial markets. The community 
spirit of the most progressive city in the 
world prompts the demand for the finest 
and best, and its residents stand pre- 
pared to meet the indebtedness. These 
corporate stock and bond issues repre- 
sent sealed pledges of the faith and credit 
of the City of Greater New York— 
America’s Metropolis. 


EARLE D. OWEN, Pace Institute, 
Boston, has established an office for the 
practice of public accounting and tax 
consultation, under the firm name of 
Earle D. Owen & Associates, 601 


_ Insurance Building, Washington, D. C. 


PROFESSIONAL SOCIETY 


iL en 


Accountants, 


22, 23, 24, and 25. 


Excellent programs have been provided for each 
meeting. The meetings at which accountancy 
papers are presented, as usual, will be open to 
all persons who are interested 1n accountancy 


matters. 


acter. 


Students of Accountancy are urged to attend, 
whenever practicable, meetings of this char- 


MEETINGS 


The Annual Meeting of the American Institute 
of Accountants will be held at Hotel Chase, St. 
Louis, on September 15, 16, 17, and 18. 


The Annual Convention of the American Society 
of Certified Public Accountants will be held at 
Hotel Statler, Detroit, on September 10, 11, and 


The Fifth International Cost Conference, under 
the auspices of The National Association of Cost 
will be held in the 
Auditorium, Springfield, Mass., on September 


Municipal 


ee i 
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A Convention 


Sidelight 


URING the recent Democratic 

National Convention held in 

New York City, an interesting 
convention sidelight was published in 
ore of the metropolitan daily news- 
papers. During an intermission period 
one of the Michigan delegates was dis- 
coursing about Senator Woodbridge N. 
Ferris, who had been presented as 
presidential candidate. 

Dr. John S. Hall, of Detroit, was the 
speaker. 

‘‘Senator Ferris is an educator,’’ said 
Dr. Hall. ‘‘He is unique. I doubt if 
there is another man in the country 
who has given to it more constructive 
education than Senator Ferris. 

“In Big Rapids, he established a 
school, of the preparatory type. In my 
State are 40,000 graduates of this school. 
They are for the Senator with all there 
isin them. You will find in the school 
boys and girls, grown men and women. 
The chap who quits school and later 
finds he has made a mistake can go to 
Senator Ferris’ institution of learning 
and take up the grade where he left off. 
He may finish his course as rapidly as 
he is able to master the studies. 

“Classes are held from seven in the 
morning until ten at night. The stu- 


’ 


NEW YORK 
30 Church Street 
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dent is not only taught to study, to 
concentrate, but to work as_ well. 
Discipline is’a part of the course. The 
student who is late three times without 
reason may be dismissed. 

‘‘We feel that what Senator Ferris has 
done for Michigan he can do for the 
country. He has proven, abundantly, 
his metal, his capacity for service. We 
wanted the opportunity to show the 
party what Michigan could give to 
iter : 
Senator Ferris is the first Democratic 
Senator sent to Washington by the 
State of Michigan in seventy-eight 
years. This makes him-~ unique in 
more ways than one 


Academic and 
Vocational Education 


ECENTLY a business man re- 
R quested information pertaining 
to the work of Pace, Institute. 
The inquirer asked especially for in- 


formation pertaining to a school where’ 


an ‘‘academic and vocational”’ education 
could be obtained during the same period 
of study. 

An excerpt from Mr. Homer S. Pace’s 
reply follows: 

“Your recent letter, requesting in- 
formation as to a school in which your 


Fall Classes in Accountancy 


and Business Administration—Pace Course, amplified and revised to 
the minute—are now being organized at Pace Institute, New York, 
Washington, and:Newark 


Pace Institute, New York 

Semester ;,A—Accountancy and Business Administration—September 3 
Semestér A-—Accountancy and Business Administration—September 8 
Advanced Semesters—various dates—schedule on application 

Special Course in Accounting for Women—September 17 


Pace Institute, Washington 


Semester A—Accountancy and Business Administration—September 15 
Advanced Semesters—various dates—schedule on application 


Pace Institute, Newark 


Semester A—Accountancy and Business Administration—September 11 
Advanced Semesters—various dates—schedule on application. 
Full information pertaining to these September classes—beginning and 
advanced—will be supplied upon request. 
Similar schedules are available in the schools giving the Pace Course in 
cities other than the ones above mentioned. Application for informa- 
tion should be made to the local school. 


Pace Institute 


WASHINGTON, D. C. 
Transportation Building 


September, 1924 


son can obtain both academic and voca- 
tional education, is received. I think 
further information is necessary before 
I can make intelligent answer to your 
question. The term ‘“vocational’’ is 
rather wide and would include training 
in the trades and crafts, such as machine 
work or printing, as well as training in 
such subjects as accountancy, advertis- 
ing, and other vocational matters re- 
lated to business. 

“It would also be necessary to have 
an accurate statement of what your son 
has already accomplished in school work 
—the extent to which he has taken high- 
school work and the subjects of study 
covered. If it is your idea that he 
should enter business or any of the pro- 
fessions, it would be wise for him at 
least to complete high-school work and 
make full preparation for admission to 
college. When this result is accom- 
plished, you might desire him to take 
some professional course, such as that 
given in Accountancy.and Business 
Administration in Pace Institute. On 
the other hand, the young man’s apti- 


“tudes and desires might lie along en- 


tirely different lines.”’ ; 


THOMAS L. BRENNAN, a former stu- 
dent of Pace Institute, New York, and 
active in student affairs, is now selling 
ol-burning heating apparatus, in New- 
ark, N. J. . 


NEWARK, N. J. 
24 William Street 
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WW“ e' Collection and the Clearance of Checks 


Bank and Clearing House Procedure 


Article Based on Graduation Thesis by William Weber, Graduate of 
Pace Institute, New York 


The following article presents for our readers, 
in a most interesting manner, the procedures 
used by a large New York Bank and related insti- 
tutions, including the New York Clearing House 
and the Federal Reserve Bank, in collecting 
and clearing checks. 


The author has not followed the exact book- 
keeping practice employed, but has presented, for 
the purpose of better elucidation, a theoretical 
treatment of the incidental bookkeeping matters. 
—THE EDITOR. 


HE purpose of this article is to discuss the 

various steps through which a check usually 

passes from the time it is deposited by the 
payee until it reaches the hands of the drawer. 

The payee lists on a deposit ticket all checks and 
other items, such as currency, which are to be 
deposited. Each check is endorsed, and the 
deposit ticket and the checks and other items are 
taken to the bank of deposit. 

The deposit is received by the receiving teller 

of the bank. If currency, bills, etc., are included 
in the deposit, the receiving teller counts such 
money and places it in a cash drawer. He sub- 
stitutes therefor a slip of paper showing the amount 
of money received. He does not, however, com- 
pare the checks with the deposit ticket. This 
comparison is made by the mail teller’s_depart- 
ment, a representative of which calls at the re- 
ceiving teller’s cage, and receives all deposits taken 
in. 
When the deposit is received in the mail teller’s 
department, the checks are compared with the 
deposit ticket, and on the deposit ticket notation 
is made of the bank on which each check is drawn. 
Wherever possible, numbers are used in designating 
the banks. Clearing House banks are designated 
by the numbers given them by the Clearing House 
Association, and banks clearing through the 
Federal Reserve Bank are designated by numbers 
assigned by the Federal Reserve Bank. 

The checks are divided by the bank into the 
following groups: Clearing House items—those 
drawn on banks which are members of the Clearing 


House, or which clear through banks that are 
members; Federal Reserve items—those drawn on 
banks in the city which clear through the Federal 
Reserve Bank; transit items—those drawn on out- 
of-town banks; city collection items—those drawn 
on banks in the city which do not clear through 
the Clearing House or the Federal Reserve Bank; 
and home debits—those drawn on the bank of 
deposit. There may be other groups, such as 
subdivisions of home debits into those drawn by 
domestic depositors and those drawn by foreign 
depositors. 

Under the block system of proof, which finds 
favor with banks, a certain number of deposit 
tickets are treated as one lot or block. After the 
deposit tickets and the checks comprising a block 
have been compared, and after the checks for the 
block have been sorted into groups as indicated in 
the preceding paragraph, a proof is taken of the 
block. This proof is taken by listing separately 


‘the amounts of the deposit tickets and the amounts 


These listings are 
A 


of the checks and the cash slips. 
made in duplicate by the use of carbon paper. 


“summary of the check and cash-slip totals should 


agree with the total of the amounts of the deposit 
tickets. A record is then made on a department 
proof-sheet of the block totals. 

The transit items are sent with the duplicate 
listing to the transit department; the city col- 
lection items are sent to the city collection de- 
partment; the deposit tickets and home debits are 
sent to the bookkeeping department; and the 
Clearing House and the Federal Reserve items are 
kept in the mail teller’s department. The original 
listings are kept for future reference. 


The results of the sorting carried on in the mail 
teller’s department, stated in journal entry form 
and using illustrative amounts, are as follows: 
RASH. cot puapsommtre ter eG OE SES 1,000.00 
EXCHANGES (Clearing House Items) 5,000.00 
FEDERAL RESERVE BANK (Fed- 


eral Reserve Items) ............... 1,000.00 
TRANSIT DEPARTMENT ........ 1,000.00 
‘CITY COLLECTION DEPART- 

MENT 1,000.00 
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BOOKKEEPING DEPARTMENT 

(Home Debits}i— . Cue... ee 

To BOOKKEEPING DEPART- 

MENT (deposit tickets) .... 

For distribution of charges and for total 
amount of deposits received. 


1,000.00 
10,000.00 


Clearing House Items 


A clearing house association may be defined as 
an association whose membership consists of a 
number of banks in a certain locality, and whose 
purpose is to facilitate the collection of checks and 
other items drawn on the member banks. As in 
the case of other business associations, it also seeks 
to promote generally the interests of its members. 
By providing a meeting place for the exchange of 
checks drawn on member banks, it eliminates the 
delay and inconvenience which would be incidental 
to the presenting of such checks for payment at 
the places of business of the various banks. For 
example, when a depositor in the A Bank deposits 
checks drawn on the X Bank, the Y Bank, and the 
Z Bank, instead of the A Bank presenting the 
checks at the banks on which they are drawn, it 
sends them all to one place, known as a ‘‘clearing 
house,”’ for collection. The process of collection 
through the Clearing House is known as ‘‘clearing.”’ 


The New York Clearing House Association, con- 
sisting of about forty member banks, maintains a 
building on Cedar Street, known as the New York 
Clearing House, to which its members send, for 
collection, items drawn on other members, and on 
banks which clear through other members. In 
return, the members receive checks drawn on 
themselves, which have been presented for payment 
by the other members. 


As will be more fully explained, only the net 
difference between the total amount of the items 
brought to the Clearing House and the total amount 
of the items received, is settled. 


In the mail teller’s department, the Clearing 
House items, which are checks drawn on banks 
clearing through the Clearing House, are stamped 
with a stamp, known as a bank stamp. This 
stamp specifies that the presenting bank has re- 
ceived payment through the Clearing House on a 
certain date, and that it guarantees the endorse- 
ments on the check. 

After the checks have been stamped, they are 
sorted into a rack, containing numbered com- 
partments. There is one compartment for each 
Clearing House bank. Fines are imposed by the 
Clearing House upon the bank for each error in 
sorting. This fine is collected by the bank to 
which the check is erroneously sent. 

At the end of the day or more often, the checks 
in each compartment are listed on an adding 
machine. This listing is duplicated and the totals 
of the listings are reconciled. A recaptitulation is 
made of the totals, and this recapitulation is 
proved against a summary of the block totals of 
Clearing House checks, as shown by the mail 
teller’s proof sheet already mentioned. 
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After the sorting and listing, the checks are 
ready for the Clearing House. The checks are 
removed from the rack and are enclosed in en- 
velopes. There is one envelope for each bank. 
The total amount of the checks enclosed in the 
envelope is marked on the outside of each envelope. 
The amounts shown on the envelopes are then 
listed on a form, prepared in duplicate, known as a 
Settling Clerk’s Statement. This statement con- 
tains a printed list of the Clearing House banks, 
arranged vertically in numerical sequence. It also 
provides a debit column and a credit column. 
The amounts of the envelopes sent to the Clearing 
House are listed in the credit column. 

Before ten o’clock the following day, the en- 
velopes listed on the Settling Clerk’s Statement 
are taken to the Clearing House. Four represen- 
tatives of the bank accompany them. The ex- 
change of the checks at the Clearing House takes 
place in a large room, in which there are rows of 
desks, numbered as the member banks are num- 
bered. Each bank has its own desk, which its 
representatives use during the process of clearing. 

There are two clearings held at the Clearing 
House—one at nine o’clock and the other at ten 
o’clock. Both clearings are carried out in the same 
manner, with the exception that no clearing proof 
is taken at the nine o’clock clearings. The 
clearing proof will be explained later. Some 
banks clear at both hours, while others clear at 
only the ten o’clock clearings. Those banks 
clearing at nine o’clock insert in their envelopes for 
the ten o’clock clearings a ticket showing the 
amount cleared at nine o’clock. For the purpose 
of simplicity, only the ten o’clock clearings will b 
explained. : 

At ten o’clock, a gong is sounded by a Clearing 
House official, as a signal for the exchange of the 
checks to commence. Any bank whose checks 
arrive after the sounding of the gong, is fined two 
dollars, the penalty for lateness. Two representa- 
tives of each bank remain behind the bank’s 
desk, while the other two pass around outside the 
desks of the other banks with the envelopes con- 
taining the checks. One of these representatives 
drops the proper envelope on each desk. The 
other one presents the duplicate Settling Clerk’s 
Statement, and the signature of a representative 
of the receiving bank is placed opposite the bank’s 
name. One of the bank’s representatives remain- 
ing behind the desk signs for the envelopes de- | 
livered to him, while the other, known as the 
settling clerk, lists the amounts in the debit column 
of the settling clerk’s statement. 

After listing the amounts shown by the envelopes 
received, the settling clerk adds the debit column 
of his statement. He then determines the balance 
by subtracting the debit column from the credit 
column, or vice versa. If a credit balance is 
shown, he hands a credit ticket to a Clearing House 
official. If a debit balance is shown, he hands in 
a debit ticket. An excess of the credit column 
over the debit column represents an amount due 
to the bank, and an excess of the debit column over 
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the credit column represents an amount due from 
the bank. Formerly, when the total amount of 
the checks brought to the Clearing House exceeded 
the total amount of checks received, the Clearing 
House became indebted to the bank for the excess, 
which the Clearing House collected from the banks 
having debit balances. 

However, since the organization of the Federal 
Reserve Bank, all of the banks which are members 
of the Clearing House have become members of 
the Federal Reserve Bank. The procedure of 
settlement now consists of notification to the 
Federal Reserve Bank, which makes an adjustment 
of the balances of the accounts of the various 
member banks on the books of that institution. 
The accounts of banks whose settling statements 
show a debit balance are charged on the books of 
the Federal Reserve Bank, and the accounts of 
banks showing a credit balance are credited on the 
books of the Federal Reserve Bank. This method 
relieves the manager of the Clearing House of the 
responsibility of caring for funds that would other- 
wise come into his custody. 

By means of the tickets turned in by the member 
banks, the Clearing House officials take a proof of 
the clearings—that is, they determine that the 
total of the debit tickets equals the total of the 
credit tickets. If a difference is shown, the 
settling clerks must remain until it is found. If 
the difference is not found within a certain time, a 
fine is imposed upon the bank whose representative 
is responsible therefor. ; 

The journal entry shown below explains the 
accounting effect, on the books of the bank whose 
procedures we are considering, of the items which 
have been brought back from the Clearing House. 
The treatment of these items will be explained later. 
The entry, using illustrative figures, follows: 


DEPOSITORS CONTROL ACCOUNT 2,000.00 
MISCELLANEOUS ITEMS (given in 
(STE cs has ec de i Ou ec 1,000.00 


forex CHANGES 000.622 Vee el. 

For total amounts of the various items 
received through the exchanges at 
the Clearing House. 


3,000.00 


After this entry has been passed the Exchanges 
account will have either a debit balance or a 
credit balance. When the amount of the items 
taken to the Clearing House exceeds the amount 
of the items received from the Clearing House, 
the Exchanges account will have a credit balance. 

The Exchanges account, on the basis of the 
amounts previously used, is closed out by entry as 
follows: 


FEDERAL RESERVE BANK....... 
Teer eOC MANGES oo eats. 3s 

For transfer from latter of net credit 
balance resulting from the exchanges 
at the Clearing House. 


2,000.00 
2,000.00 


If there had been an excess of items received from 
the Clearing House, the Exchanges account would 
have a debit balance, and the balance would be 
transferred as a debit to the Federal Reserve Bank 
account. 
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Federal Reserve Items 


Federal Reserve items are checks drawn on 
banks located in the city which do not clear 
through the Clearing House, but which are members 
of the Federal Reserve Bank and clear through 
that institution. These checks are handled by the 
mail teller’s department in much the same manner 
as Clearing House items. 

As in the case of Clearing House items, they are 
stamped on the reverse side with a bank stamp. 
This stamp specifies that payment of the check 
has been received through the City Collection 
Department of the Federal Reserve Bank on a 
certain date, and that all prior endorsements are 
guaranteed by the payee bank. 

They are sorted into a rack, containing a com- 
partment for each of the various banks and for 
each branch thereof, if a bank has branch offices. 
They are then listed, the listings are duplicated, 
and the checks are enclosed in envelopes addressed 
to the banks on which drawn. A recapitulation 
is made of the totals of the envelopes, and is 
proved against the total of Federal Reserve items 
as shown by the mail teller’s proof sheet. The 
amounts of the envelopes are then listed in dupli- 
cate on a statement similar to that used for Clearing 
House items. 

The checks are delivered to the City Collection 
Department of the Federal Reserve Bank before 
nine o’clock the following morning. As has been 
shown in the journal entry first given, the Federal 
Reserve Bank is charged by the bank whose pro- 
cedures we are considering. Representatives of 
the banks on which the checks are drawn call at 
the Federal Reserve Bank and receive them. The 
Federal Reserve Bank credits the accounts of payee 
banks, and charges the accounts of the payor banks. 
This constitutes settlement. 

The Federal Reserve Bank is a special member 
of the Clearing House. Therefore, checks received 
by it for collection, drawn on banks which clear 
through the Clearing House, are sent to the Clear- 
ing House and are cleared in the usual manner. 
A representative of the Federal Reserve Bank 
receipts therefor, by signing the duplicate state- 
ment. 


Transit Items 


Checks drawn on out-of-town banks, known as 


transit items, are sent by the mail teller’s depart- 


ment to the transit department. An employee 
of this department lists the checks comprising each 
block received, and reconciles the total with the 
duplicate listing accompanying them. This amount 
is credited to the mail teller’s department on a 
transit department proof sheet. 

All checks drawn on banks not members of a 
Federal Reserve Bank, are separated from those 
drawn on banks that are members. Collection of 
checks drawn on banks which are members of 
Federal Reserve Banks will be considered first. 

The country is divided into twelve Federal 
Reserve districts. In each district a Federal 
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Reserve Bank is located. The number of each 
district and the location of the Federal Reserve 
Bank therein, is as follows: 1, Boston; 2, New 
York; 3, Philadelphia; 4, Cleveland; 5, Richmond; 
6, Atlanta; 7, Chicago; 8, St. Louis; 9, Minneapolis; 
10, Kansas City; 11, Dallas; and 12, San Francisco. 
In addition, most of these banks have branch 
banks located in other cities in the district. These 
banks act as clearing houses for their members. 
The first step in the handling of the Federal 


Reserve items, is the sorting of the checks accord-. 


ing to the number of days required for their collec- 
tion. Checks clearing through the Northern New 
Jersey Clearing House, and for which immediate 
credit is received, are grouped in one lot. This 
clearing house is located in Jersey City, and it has 
for its membership, banks in J ersey City, Hoboken, 
and adjacent towns. Its functions are similar to 
those of the New York Clearing House. The other 
checks are divided as follows: those drawn on one 
day points; those drawn on two day points; those 
drawn on three day points; those drawn on four 
day points; those drawn on five day points; and, 
those drawn on eight day points. This division 
is made in order that the local Federal Reserve 
Bank will know on what day to credit the payee 
bank with the various items. For example, a 
check drawn on a bank in Atlanta, a two day point, 
if sent to the Federal Reserve Bank of New York 
on Monday would be credited to the payee bank 
(i.e., the bank in which it was deposited by the 
payee) on Wednesday. 

The next step is the sorting of the checks into 
racks, containing compartments for each Federal 
Reserve Bank and each branch thereof. For ex- 
ample, a check drawn on the bank in Atlanta would 
be sorted into the compartment for the Federal 
Reserve Bank of Atlanta in the two-day point 
section of the racks. Care must be exercised in 
sorting, as a delay in the collection of such items 
may mean a loss to the bank. 

The checks are listed in duplicate on sheets 
known as cash letters. This listing is made by 
means of a typewriter having a calculating attach- 
ment. A distinction is made between checks 
drawn on banks located in cities, and those drawn 
on banks located elsewhere. White paper is used 
for city items, and blue paper is used for country 
items. 

Each letter is headed up with the name of the 
payee bank and the date. It is addressed to the 
Federal Reserve Bank of which the payor bank, 
(the bank on which drawn) is a member. This is 
followed by a brief form letter of enclosure and a 
list of the checks, giving the name or number of 
the payor bank, the endorser (i.e., the depositor), 
andthe amount. The total amount is shown at the 
bottom of the list. 

After the checks are listed on the cash letters, 
a second employee lists the amounts on an adding 
machine to verify the totals. A recapitulation is 
made of the amounts shown by the cash letters 
according to days, i.e., one day points, two day 
points, etc. The totals thus arrived at are sum- 
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marized and, taking into consideration the total of 
checks drawn on non-member banks, are reconciled 
with the amount shown by the department proof 
sheet. : 

The checks are stamped with the bank’s endorse- 
ment, and are sent by messenger to the local 
Federal Reserve Bank with the original cash letters. 
The duplicate letters are retained. In order to 
have the local Federal Reserve Bank forward the 
checks the same day, the checks must arrive at 
the local Federal Reserve Bank before three 
o’clock on week days, and before one o’clock on 
Saturdays. However, if the payee bank desires to 
save time in the collection of checks received too 
late to be sent out before the time stated, it may 
forward the checks and the cash letters ‘by mail, 
direct to the Federal Reserve Bank of which the 
payor bank is a member. A report is rendered to 
the local Federal Reserve Bank of which the 
payee bank is a member. ; 

At the time of receipt, the local Federal Reserve 
Bank credits the payee bank with the total amount 
of items for which immediate credit is given. The 
other items are credited to a deferred credit ac- 
count, until the expiration of the time required for 
their collection, at which time they are credited 
to the account of the payee bank. 

The entry shown below is made by the bank 
whose accounts we are considering, at the time the 
checks are sent to the Federal Reserve Bank. 
The amount, with the amount in the fourth entry 
following this entry, reconcile with the amount 
charged to the Transit Department in the first 
entry. The entry follows: 


FEDERAL RESERVE BANK TRANSIT 
DEPARTMENT ITEMS 
(Immediate credit items—Northern N. J. 


Clearing House) .. = . asic eee 250.00 
FEDERAL RESERVE BANK TRANSIT 
RESERVE 
(Deferred items—one day, two day, etc.). 250.00 


To MAIL TELLER’S DEPART- 

MENT—ACCOUNT A.......... 

For out-of-town items sent to the Federal 
Reserve Bank for collection. 

When the Federal Reserve Bank credits the 
bank at the expiration of the one day, two days, or 
longer time, the bank makes entry as follows: 
FEDERAL RESERVE BANK TRANSIT 

DEPARTMENT ITEMS =o >a 

To FEDERAL RESERVE BANK TRAN- 

SLY RESERVE. 4.45 Ree 

For transfer to former of amount becoming 

available by reason of the expiration of 

time required for the collection of items 

for which immediate credit was not re- 
ceived. 


When the items are finally settled, 
Reserve Transit Department Items 
closed out by entry as follows: 


MAIL TELLER’S DEPARTMENT—AC- 
COUNT A 


500.00 


the Federal 
account is 


500.00 


Le ee eee a re a 


500.00 


now been collected. 
(Continued on page 174) 


1924 


PACE STUDENT 


Page 165 


The Growth of Professional Accountancy 
Remarkable Growth of the Newcomer in the Family of Professions 


By Homer S. Pace, C. P. A. 


sions—offers exceptional opportunities in 

both public and private practice. The 
accountant, by reason of this fact can choose 
between becoming a public accountant, practicing 
either. on his own behalf or with a firm of ac- 
countants, or of becoming an executive-accountant 
or auditor in business or in government. This fact 
increases tremendously the vocational field open to 
the accountancy student. 


A CCOUNTANCY—the newest of the profes- 


The recognition of the public practice of ac- 
countancy as a profession dates from 1896, when 
the first certified public accountant (C.P.A.) Law 
was passed in New York. Since that time, every 
state in the Union, as well as the District of 
Columbia, has enacted a C.P.A. law, and steps are 
under way in several states, including New York, 
for legislation that will entirely restrict the practice 
of accountancy to certified public accountants. A 
law of this nature has recently been enacted in 
Maryland. 


Public accountants are now found in successful 
practice in all of the larger cities throughout the 
country. At the moment,.young accountants are 
establishing practices in many of the smaller 
cities, and it seems likely that within a generation 
every local community will have one or more 
certified public accountants in active practice. 
This condition will be comparable to that now ex- 
isting in England and Scotland, in which the pro- 
fession of accountancy, in its widespread character, 
is similar to that of law and medicine. 


Many factors are responsible for bringing about 
the development of the public practice of account- 
ancy. The collection of the principal revenues of 
the Federal Government, as well as the revenues 
of several of the states, on the income-tax basis, has 
produced a great deal of work for accountants. 
The Federal Government employs thousands of ac- 
countants and auditors on the staff of the Income 
Tax Unit, and almost every public accountant in 
the country is called upon to prepare tax returns 
‘and to render aid in the settlement of tax assess- 
ments. The recent Federal classification of em- 


ployees establishes a definite status for accountants 


in government service, with attractive salaries in 
all the classifications. 


The business organizations of the country, except 
those of a small, retail nature, find it desirable, 
almost without exception, to have their accounts 
audited for the purpose of having available state- 
ments for credit purposes and for preventing and 
detecting irregularities, including fraud. Commer- 


cial fraud, during the last five years, has increased 
almost fifty per cent., and this condition has 
brought about a great increase in the amount of 
preventive and investigative work that is done by 
public accountants. There has also been a wide 
demand for constructive work, and public account- 
ants everywhere have been called upon to devise 
cost systems and work procedures of various kinds. 


Business and non-profit organizations, as well 
as the federal and state governments, require the 
services of men and women who are technically 
trained in accounting, law, and business organiza- 
tion to fill positions as secretaries, treasurers, 
auditors, controllers, and general business execu- 
tives. The assistant accountant who works on the 
books and records of an organization, provided he 
supplements his experience by a comprehensive 
and intensive study of accounting, law, and related 
subjects, is in a position to receive much confiden- 
tial information; and, if he possesses good natural 
aptitude and industry, he naturally advances to the 
position of executive-accountant, and in thousands 
of instances has come into positions, such as con- 
trollerships and treasurerships of large corpora- 
tions. Many public accountants, in fact, have 
been induced by the offers of large incomes to give 
up their public practice and to accept important 
corporate positions. Because of this large and 
growing field for the services of the technically 
trained accountant in private business organiza- 
tion, the number of accountants in practice has 
been kept down to such an extent that the pro- 
fession is aS uncrowded in relation to the total 
amount of work to be done as it was fifteen or 
twenty years ago. 


Accountancy is still a new profession and offers 
exceptional opportunities to the young man or 
young woman who has natural aptitude for the 
work, and who is willing to make preparation 
similar to that required in law, medicine, or any 
other of the older professions. The old-time con- 
dition in business when a young man or young 
woman could advance merely by reason of the 
knowledge acquired in his work, has passed by, 
and the time has come when technical qualifications 
are required for advancement. When preparation 
can be made for positions of this kind at the same’ 
time that ability is developed for entering a profes- 
sion, a unique opportunity is presented for the 
ambitious young man or woman. These facts, 
which are becoming generally known, account for 
the great interest that is everywhere manifested in 
the study of accountancy and in the development 
of courses of professional study. 
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twenty-year period were reviewed by fore- 
_ most practitioners of the profession during 
the annual meeting of the American Institute of 
Accountants at St. Louis, September 15-18, which 
was an anniversary gathering, commemorating 
the Congress of Accountants held in the same city 
during the World’s Fair in 1904. Twenty-one of the 
ninety men who were present twenty years ago were 
in attendance at this year’s meeting, and the re- 
views of the development of the profession in that 
time that these veterans gave, both privately and 
in the sessions conducted by the Institute, pre- 
sented a startling array of facts as to the growth of 
the profession, in scope and usefulness—facts that 
make up a complete picture of what accountancy 
means to the business life of the country today, as 
contrasted with its standing two decades ago. 

The twenty-one veterans of the 1904 roster who 
attended this meeting are: 

John E. Cooper, Brooklyn, N. Y.; Edward S. 
Elliot, Memphis, Tenn.; P. G. Goode, San Fran- 
cisco, Cal.; J. S. M. Goodloe, New wore, Novae 
J. Pryse Goodwin, New York, N. Ye ea vicds lo 
Grey, St. Louis, Mo.; Charles G. Harris, Louisville, 
Ky.; H. K. Jones, Memphis, Tenn.: J. Porter 
Joplin, Chicago, Ill.; J. H. Kaufman, Columbus, 
Ohio; E. G. H. Kessler, St. Louis, Mo.; William 
C. Lynne, Pittsburgh, Pa.; Henry C. Magee, 
Philadelphia, Pa.; J. E. Masters, Boston, Mass.; 
R. H. Montgomery, New York, N. Wie; ont bss 
Niven, New York, N. Y.; Ernest Reckitt, Chicago, 
Ill.; Adam A. Ross, Philadelphia, Pa.; E. G. 
Shorrock, Seattle, Wash.; W. A. Smith, Memphis, 
Tenn; and Francis A. Wright, Kansas City, Mo. 

Mayor Henry Kiel, of St. Louis, who welcomed 
the accountants, called attention to the great 
growth in accountancy during the twenty years. 
Facetiously, he said that if a business man kept a 
record of his receipts and disbursements in the old 
days, and found he had something left over, he was 
satisfied; but that since the government, and the 
states, and even the cities have been showing such 
a lively interest as to the earnings of business men 
with a view to taking away a good sized share of 
them, everybody has to employ accountants. He 
paid tribute to the high standard of the profession, 
and to the men in it who play such an important 
part in the business life of the nation. Mayor 
Kiel was introduced by Edwin H. Wagner of St. 
Louis, president of the Missouri Society of Certified 
Public Accountants. 

An international flavor was given the meetings 
by the presence of representatives of three British 
and one Canadian organization of accountants. 
All four brought greetings from their societies to 
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Annual meeting held in St. Louis on September 15,165 17; ands 


George R. Freeman, of 


their American cousins. 
London, vice-president of thé Chartered Account- 
ants of England and Wales, was first introduced. 
He was followed by Alexander A. Garrett, also of 
London, secretary of the Society of Incorporated 


Accountants and Auditors of London. R. G. 
Simpson, of Edinburgh, Scotland, represented the 
Edinburgh Society of Chartered Accountants, and 
stated that the members of his organization 
flattered themselves that they are the oldest 
society of accountants in existence. J. B. Suther- 
land, of Calgary, Canada, spoke briefly with a 
world of welcome from the Dominion Association 
of Chartered Accountants. 

Edward E. Gore, of Chicago, president of the 
Institute, presented a detailed and interesting re- 
view of the activities of the organization during 
the past year. This will appear in full in the year 
book of the Institute, which will be published soon 
after the first of the year. President Gore spoke 
in warm commendation of the work of the Bureau 
of Public Affairs. He emphasized the fact that the 
Institute had provided a model C. P. A. act on 
which most all of the state laws are based; that it 
was the first to suggest a United States Board of 
Tax Appeals, independent of the Treasury Depart- 
ment, and that its representatives drafted the first 


law for that purpose in 1919, and that it con- 


tinued to fight for such a measure until it was 
enacted into law early this year. He traced the 
moves that were made in its behalf, and the help 
that was given by the Chamber of Commerce of 
the United States. The passage of this act was 
pointed to by President Gore as one of the out- 
standing achievements by the Institute in recent 
years. President Gore also recited briefly the 
moves that have been made by the Institute for 
the protection of the designation “‘certified public 
accountant.”’ 

A resolution endorsing President Gore’s moves 
in relation to the Board of Tax Appeals, was 
adopted unanimously. 

A humorous skit burlesquing a conference be- 
tween clients and auditors was presented by mem- 
bers of the St. Louis and Kansas City Chapters of 
the Missouri Society of Certified Public Account- 
ants. 

An outline of the work of the new Bureau of 
Public Affairs of the Institute was given by Chair- 
man Homer S. Pace, of the Committee on Public 
Affairs, in charge of that work. It is based on the 
idea of service to the public and is intended to en- 
large the public service that accountants are per- 
forming. Mr. Pace reported a most gratifying re- 
sponse on the part of members to the request of the 
Committee for cooperation. 
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Guy Thompson, president of the Missouri Bar 
Association, spoke of the work that is being done 
‘to check crime, including financial and office 
crimes, embezzlements, forgeries, stock frauds and 
credit frauds. The growth and extent of these 
crimes, and suggested remedies, were dwelt on at 
length in a Letter-Bulletin recently issued by the 
Committee on Public Affairs of the Institute, and 
Mr. Thompson praised the Institute for the far- 
reaching work being*done by it in this direction. 
He attributed the increase in crime in part to the 
failure of citizens to exercise their duties as voters 
and as jurors. 

Festus J. Wade, president of the Mercantile 
Trust Company, of St. Louis, spoke on the nature 
and value of the services accountants render 
bankers. He said that accountants bear the same 
relation to bankers as a compass to a mariner, and 
praised the high ideals and the character of account- 
ants in this country. 

John B. Niven was chosen president, to succeed 
Mr. Gore. Mr. Niven was formerly chairman of 
the State Board of Accountancy of New Jersey, 
and is one of the outstanding members of the pro- 
fession. He has been chairman of the Institute’s 
Board of Examiners several years, but resigns that 
place to take up the duties of president. Ernest 
Reckitt and W. H. West were elected vice-presi- 
dents, Arthur W. Teele was re-elected treasurer, 
arid A. P. Richardson was re-elected secretary. 

C. D. Hamel, chairman of the United States 
Board of Tax Appeals, gave the Institute a very 
interesting account of the organization of that 
Board, which heard its first cases late in August. 
Particular attention was paid to the rules of pro- 
cedure, and the scope of the work to be undertaken. 
Formal court procedure is to be followed. No re- 
quests for refunds of taxes may come before the 
board. Mr. Hamel described in detail the facts that 
must be recited in a complaint on appeal, in order to 
get a case regularly on the calendar. It is possible 
that arrangements will be made for the hearing of 
cases, at intervals, in cities outside of Washington. 


Appeals must be filed within sixty days of the 
date of notification by the commissioner of in- 
ternal revenue of a deficiency in the tax. The 
board has no power to extend this time, which is 
mandatory under the act. This is designed to 
enable the government to collect taxes with 
reasonable promptness. 

The Board will not have available for its use the 
files of the Bureau of Internal Revenue in the 
various cases, but will hear each case without 
previous knowledge of the facts. Up to the time 
Mr. Hamel addressed the accountants 191 appeals 
had been presented to the board. 

A resolution of appreciation and approval of the 
steps so far taken by the Board, was unanimously 
adopted by the members present. 

- Professor J. O. McKinsey, of the University of 
Chicago, spoke on ‘University Accounting 
Courses.”” The same topic was discussed by Dean 
Everett Lyon of the School of Business of Wash- 
ington University. Each of these speakers went 
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into detail as to the objectives sought by modern 
courses in accounting, and the subject matter which 
can most advantageously be included. 

Gladstone Cherry, of Milwaukee, spoke on ‘‘The 
Fetish of the Calendar Year as a Fiscal Year.” 
His address will probably appear in print later. 

Frederick H. Hurdman, of New York, spoke on 
“Stock of No Par Value.’’ He asked the question, 
what accountants may do toward standardizing 
and suggesting improvements in legislation in the 
states, relating to no-par-value stock. 

He discussed the questions, whether earned sur- 
plus should be segregated on the balance sheet and 
not shown as part of capital or capital surplus; 
whether it is necessary to show capital surplus 
separate from capital; what constitutes earned 
surplus in the case of merger of two or more com- 
panies; whether it is feasible to declare and pay 
stock dividends in stock of no par value, and what 
would be the effect on capital and earned surplus; 
whether the stock dividend declaration should re- 
quire that a specific amount per share be transferred 
from earned surplus to capital; whether there is 
any justification for preferred stock of no par value 
when a redemption value and preference as to 
liquidation of assets are assigned to it; and whether 
the use of no-par-value stock corrected the evil 
of over-valuation it was intended to correct or do 
we still find patents, franchises, leaseholds and good 
will excessively valued in order to show a large 
capitalization. 

A resolution was adopted to the effect that mem-: 
bers and associates who hold certified public 
accountants’ certificates should have their titles 
designated in future lists issued by the Institute. 
The preamble to this resolution cited in part that it 
is the sentiment of the Institute that the C. P. A. 
degree be given full recognition, and that the 
recognition given this degree by the federal govern- 
ment in admitting certified public accountants to 
practise before the United States Board of Tax 
Appeals, be strengthened and fostered. 

Washington was chosen as the place for next 
year’s meeting. 

Possibly one of the most significant of the smaller 
meetings held in conjunction with the Institute’s 
annual meeting was a conference of representatives 
of state societies of accountants and other account- 
ants’ organizations. This conference was called by 
the chairman of the Committee on Public Affairs of 
the Institute, for the purpose of coordinating the 
work that committee is performing, and the activi- 
ties of the other accountants’ organizations. The 
idea was unanimously approved by those present, 
and steps will be taken to put the plan into effect. 


The meeting, as a whole, was one of the best 
ever held by the Institute. The program was 
strong, but from the technical and public service 
viewpoint, and the local committee, under the able 
direction of David L. Grey provided many enter- 
tainment features that appealed to the ladies and 
to the men—when the duties of the convention 
permitted. The annual meeting of 1924 was worth- | 
while, productive. ; . 
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Busy Men— 
Constructive Citizens 


| USY and efficient men—men carrying heavy 

business responsibilities—are likely to take 

an important part in the affairs of public and 
quasi-public organizations and in relation to 
fraternity activities. Why was it, for example, 
that A. C. Bedford for many years found it prac- 
ticable to act as the chairman of the Committee of 
Management of a large Y.M.C.A. and to devote 
many hours each month to the most minute con- 
sideration of the relatively small problems of 
managing the restaurant and dormitories, while 
serving as president of the Standard Oil Company? 
Why is it that thousands of successful and hard- 
working business men everywhere find it prac- 
ticable to carry the burdens of managing and 
financing non-profit institutions? 


A spirit of self-giving, practically unknown in 
previous eras of the world’s history, when a banker 
was known as a “money changer’? and the term 
“trader’’ was one of reproach, underlies this pheno- 
menon. The decrying of the man with the brains 
and energy to achieve success in commercial 
pursuits has long been a popular pastime and has 
resulted in many erroneous public impressions. 
The volumes that could be written with regard to 
the heavy burdens assumed by men of this type in 
the management of hospitals, welfare organiza- 
tions, Y.M.C.A’s, schools, and the like have never 
been penned, much less published. The construc- 
tive work performed by 999 citizens of this type 
has little or no news value, while the idiosyncrasy 
of the thousandth one can often command first- 
page space in every newspaper in the country. 
Perhaps the time will come when we shall be far- 
seeing enough to give adequate publicity to the 
good that men do, even though they have achieved 
business success and financial standing. 


Business Needs Women 


! USINESS offers right now a real opportunity 
B for women who have an aptitude for figures, 

and who will train themselves to do ac- 
counting work. For some time the demand for 
women trained in bookkeeping and accounting has 
been far greater than the supply. It would seem 
to be the part of good judgment for women looking 
forward to a career in business to give heed to these 
facts. 
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As a woman executive recently said, ‘‘A knowl- 
edge of bookkeeping and accounting is something 
that a woman can market immediately at a good 
salary.” Accounting work not alone’ offers an 
immediate vocational opportunity for trained 
women, but, what is of more importance, it offers 
a real opportunity for women to develop themselves 
to fill executive positions. 


Any business woman, or any woman looking 
forward to a career in business, should sit down 
now and ask herself this question, ‘““Where am I 
going to be in business three years from now—five 
years from now—ten years from now?” . Then, if 
she is really sincere in her desire to do something 
more than mere routine work, let her face the facts 
frankly. She may.find that training in accounting 
and in the principles of finance, economics, and 
organization will offer the way out that she seeks. 
The facts show that it will. 


Save it From the Wastebasket 


OMEONE has estimated that eighty per cent. 
S of the mail practically shouts an invitation 
' for somebody to throw it into the waste- 
basket. The figure may be high, yet any business 
man knows that much of the mail that comes to 
his desk—circular letters, booklets, brochures, and 
the like, frequently gets no more than a passing 
glance and soon joins waste paper in the basket. 


A lesson may here be found for the man who 
hopes: to get his message read. Ordinary stuff 
won’t do. He must put in his letter or folder 
something to attract attention immediately. His 
letter or folder must be put up in pleasing form. 
One document that is read, although of an ex- 
pensive character, is cheaper than. several docu- 
ments that cost less but which are not read. 
If he keeps these facts in mind, he is likely to pro- 
duce something that will at least have more than 
an even chance of escaping the receptacle that 
yawns daily in the business office for the letter 
or booklet that is not up to mark. 


Accountancy— 
A Field of Opportunity 


RECENT statement of vocational statistics 
A published in the “Echoes” of the Pittsburgh 

School of Accountancy clearly defines the 
opportunity for the young man or young woman 
in the profession of Accountancy. 


It is estimated that there are 5,089 certified pub- 
lic accountants in the United States, as compared 
with 135,969 physicians, 123,983 attorneys, 54,740 
engineers, 50,085 druggists, and 45,712 dentists. 


The disclosure of such facts obviously places 
upon accountancy a rating of ‘‘one of the younger 
professions,’”’ presenting to properly equipped 
ore men and young women practically a virgin 

eld. 
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ciples of accountancy by means of 
the utilization of his overtime 
periods, closely allied with valuable ex- 
perience gained in commercial pursuits 


A COMPLETE mastery of the prin- 


and in public practice, has enabled 
Patrick J. Moynihan, a former student 
of Pace Institute, Boston, to secure full 
professional status as a certified public 
accountant of Massachusetts. 


Mr. Moynihan was born on March 
17, 1891, in the lake region of south- 
western Ireland. He received his early 
education in the national schools of the 
country of his birth. Upon completion 
of his elementary education, he took the 
competitive examinations for admission 
to college. The results of these examin- 
ations placed Mr. Moynihan among 
the highest of the successful candidates, 
and he was rewarded with two sub- 
stantial scholarships. With the aid 
of these scholarships, he was able to 
enter De La Salle College at Water- 
ford, Ireland, and he was graduated 
from this institution in 1911 with 
honors in mathematics. The two years 
next succeeding his graduation from 
college were devoted to pedagogical ex- 
perience in the national schools of 
Ireland. 

At this time, however, Mr. Moynihan 
decided to enter commercial life in 
America, and in 1913 he came to New 


York. His first experience in American 


business life was in a clerical capacity 
with P. F. Collier & Sons. His initial 
duties with this publishing house were 
in the subscription department. Later, 
he was transferred to the accounting 
department. After three valuable and 
productive years in the Collier organiza- 
tion, Mr. Moynihan resigned to accept 
a position as bookkeeper with the Pure 
Oil Company in Brooklyn. 


In 1918, a better opportunity was 
presented in the accounting and claims 
division of the Western Electric Com- 
pany in Boston—an opportunity which 
he accepted, and which required him to 
take up his residence in Boston. After 
two years of faithful and efficient service 
with the Western Electric Company, he 
decided to enter public practice, and he 
accordingly secured a position on the 
staff of Grimes, Elliott & Clarkson, 
certified public accountants, of Boston. 


Realizing that sound training in the 
principles of accounting was necessary 
to supplement his practical experience, 
he enrolled at Pace Institute, Boston. 
Upon completing several semesters, Mr. 
Moynihan decided to utilize his previous 
teaching experience. He took the ex- 
aminations for commercial teacher in 
Boston High Schools and qualified for 
this work. For three years he taught 
accounting in South Boston High School. 


In November, 1923, confident that his 
experience in public practice and the 


Patrick J. Moynihan, C. P. A. (Mass.) 


A Brief Record of the Life and Achievements of a Former 
Student of Boston Pace Institute 


training received in his evening school 
study would enable him to secure his 
C.P.A. certificate, he sat in the Massa- 
chusetts certified public accountant 
examinations. He passed the examina- 
tions and received his certificate a few 
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months later. He is now engaged in 
professional practice on his own behalf 
at 832 Park Square Building, Boston. 
Mr. Moynihan has rendered effective 
service recently as a lecturer in Boston 
Pace Institute—a service for which his 
combined teaching and accountancy 
experience peculiarly qualifies him. 

It is interesting to study the voca- 
tional record of a man who has planned 
wisely and performed consistently. 
What distinguishes this young and suc- 
cessful accountant from many another 
chap who is plodding along in aclerkship? 
A good Irish imagination and wit, no 
doubt; but, above all, capacity for the 
self-denial and hard work that one must 
practice in order to cross over from the 
army of the mediocre to the selected 
ranks of a profession. 


ELLIOT WALTERS, a former student 
of Pace Institute, New York, has re- 
cently been made inventory chief in the 
office of the controller of the R. H. Macy 
organization, New York. 


RAYMOND C. BROWN & COM- 
PANY, certified public accountants, are 
now located in the Cunard Building, 25 
Broadway, New York City. 
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Annual Meeting 
American Society 
offC., Pi Ay s 


HE annual meeting of the Ameri- 

can Society of Certified Public 

Accountants was held at the Hotel 
Statler, Detroit, on September 10, 11, 
12,and 13. A large number of account- 
ants were in attendance—many of na- 
tional reputaton. 

Interesting addressesand discussions of 
important accountancy matters made the 
sessions of interest and value to the mem- 
bers in attendance. A most interesting 
address was given by Charles D. Hamel, 
chairman of the U. S. Board of Tax 
Appeals, Washington. Mr. Hamel re- 
viewed the creation of the Board and 
pointed out. the advantages accruing to 
the taxpayer in the providing of a direct 
method of appeal on revenue assess- 
ments. 

Other speakers at the meeting were 
Charles Hecht, C.P.A. of New York 
City; Dr. Edmund E. Day, Dean of the 
School of Business Administration of the 
University of Michigan; and Dr. John 
T. Madden, assistant dean of the School 
of Commerce, Accounts, and Finance of 
New York University. At the annual 
banquet held on the evening of Septem- 
ber 12, the members were addressed by 
Governor Groesbeck of Michigan. 

The Pace Student hopes to be able 
to present a fuller report, possibly with 
synopses of the addresses in a later issue. 


Ohio Society 
OBC wie ALS 


MEETING of the Ohio Society of 
Certified Public Accountants was 
held in Dayton, on September 19 

and 20. 

Many informative and interesting 
features were a part of the well-planned 
program. Among the speakers who 
addressed the session were J. O. Mc- 
Kinsey, C.P.A., Professor of Accounting 
of the University of Chicago, who spoke 
on ‘“‘Budgetary Control’’; William Joseph 
Wheeler of the Arbitration Society of 
America who discussed ‘‘Arbitration in 
Relation to Accountancy’’; and Arnold 
R. Baar, LL.B., of Chicago who ad- 


- dressed the society on ‘““The Revenue 


Act of 1924.’’ Another feature was a 
round table discussion on various ac- 
counting procedures, office management, 
ethics, and professional fees, led by George 
R. Lamb of the Cincinnati office of 
Haskin & Sells. 

A visit to the National Cash Register 
Company and dinner as guests of the 
officers of the company was one of the 
enjoyable features of entertainment 
provided. 


Many a good _ study-resolution 
made in September does not survive 
the frosts of October, the hilarity of 
the holiday season, the drag of 
the past-holiday months. Buttress 
your own resolution from the start 
by a good work performance. The 
student with good grades usually 
sticks. 
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HE duty of the company’s auditor 

is to record correctly, in the com- 

pany’s accounting records all trans- 
actions relating to the progress and 
the condition of the company’s affairs. 
In addition to this, it is his duty to safe- 
guard the financial transactions so as to 
preclude the possibilities of thefts, 
frauds, and embezzlements. 

The records of transactions come to 
the accounting department from various 
sources in the form of reports and docu- 
ments. All such returns to the ac- 
counting department should be carefully 
scrutinized and, wherever possible, 
verified by consulting other records or 
documents covering the transactions. 

It is not sufficient for the auditor 
simply to receive such returns and 
verify them in their final form; but he 
should prepare and prescribe procedures 
that will prevent frauds, errors, and 
other inefficiences. He should famil- 
iarize himself with the detailed workings 
in all the departments of the company; 
become acquainted with all the execu- 
tives of the departments; and maintain 
cordial, not familiar, relations with 
them, in order to secure from them the 
fullest co-operation in executing the 
procedures that he lays down. 

The procedures that he prepares 
should be of such a nature as to distri- 
bute as much as possible the individual 
operations to different employees, in 
order to prevent collusion among them 
and between them and outsiders. By 
this method the auditor, to a great 
extent, is assured of the accuracy and 
propriety of the transactions which 
come to him for record in the financial 
books. 

To illustrate the methods that he 
should follow, a brief outline of the 
procedure relating to the item PUR- 
CHASES is given below. This is not 
intended as a universal or complete 
procedure, and the auditor should 
adapt and modify it to meet the require- 
ments and limitations of his particular 
concern. This procedure is merely in- 
dicative of what is required of the 
auditor. 

PURCHASES present a number of 
serious problems, which must be solved. 
The best way to solve these.is to pre- 
scribe a series of documents that will 
cover each step in the purchasing and 
receiving of and the paying for mer- 
chandise, materials, supplies, and ser- 
vices. 

There are two principal groups of 
purchases, namely: 

I. Merchandise purchased for re- 
sale, materials used for produc- 
tion, and supplies used for main- 
tenance and operation of produc- 
tion departments and of offices. 
Such purchases are generally made 
in quantities and are usually 
stored in a storeroom. 
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Every business has an 
intake — merchandise and 
materials are acquired, ser- 
vices are received. This 
article, prepared by Richard 
J. Pozdena, who has the 
viewpoint of both the certi- 
fied public accountant and 
the company auditor, deals 
with the intake features of 
a business—with the de- 
tailed purchase procedures 
that are required in sound 
organizations.— 
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II. Miscellaneous purchases of sup- 
plies, materials, and equipment 
for executive departments, and 
purchases of services. 

These two groups of purchases and the 
documents and procedures used in con- 
nection with each, will be considered, 
respectively, under the headings ‘‘Pur- 
chases for Resale, for Production, and 
for Maintenance and Operation of Pro- 
duction Departments and Offices’? and 
“Miscellaneous Purchases of Supplies 
and Services.’’ 


Purchases for Resale, for Production, 

and for Maintenance and Operation 

of Production Departments and 
Offices 


By far the greater value of purchases 
is represented in this group, and it is in 
connection with the handling of such 
purchases that the greatest care should 
be exercised to prevent collusion be- 
tween the receiving clerk and vendor 
concerns, between employees of the 
receiving and purchasing departments, 
between employees of the receiving de- 
partment and stores and_ shipping 
departments, and between the em- 
ployees of the purchasing department 
and the vendors. 

To guard against collusion, the fol- 
lowing principal documents and proce- 
dures should be provided: 


1. Notice of minimum of stock.— 
The stock selectors should notify the 
storekeeper as soon as an item of stock 
has reached a predetermined minimum. 
This should be reported on a small 
printed form, giving the name of the 
document, date, name and description of 
the merchandise, minimum and maxi- 
mum, and the signature of the stock 
selector making the report. 

The storekeeper should verify the 
accuracy of the report by consulting the 
stores ledgers (which should at all times 
be kept up to date), approve it for re- 
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Purchase Procedure in Modern Organization 


The First Instalment of a Review from the Viewpoint of the Company Auditor 
By Richard J. Pozdena, C.P.A. 


quisitioning, and transmit it to the 
clerk assigned to prepare requisitions on 
the purchasing department. 


2. Requisition for purchase.—A 
requisition on the purchasing depart- 
ment should be made in duplicate, the 
original to be forwarded to the pur- 
chasing department and the duplicate 
to be retained in the storeroom, where it 
should be held and attached to the copy 
of the purchase order when the latter 
is received from the purchasing de- 
partment. The notice of minimum of 
stock, should be attached to the requisi- 
tion and order, and the three documents 
should be forwarded to the receiving 
department. 

The requisition should be signed by 
the clerk preparing it and by the store- 
keeper. The original, upon receipt in 
the purchasing department, should be 
approved for ordering by a responsible 
executive, preferably an officer of: the 
company. 

Thus far three signatures have been 
received—a clerk’s, a department execu- 
tive’s, and an officer’s. It will be seen, 
therefore, that it would be necessary 
for three persons to enter into collusion 
to commit fraud—a fact which would 
make such collusion unlikely. 


3. Standard estimates.—Unless the 
commodity to be ordered is of a stand- 
ard, trade-marked variety, and unless 
the company purchases it regularly on 
contract from the manufacturer, at least 
three estimates should be obtained from 
dealers selling the commodity before a 
purchase order is issued. It is advis- 
able, if the volume of business warrants 
it, to use standard estimate forms 
printed in triplicate, the original and 
duplicate to be forwarded to the ven- 
dors, and the triplicate to be filed in 
the purchasing department. 


The vendors should prepare the esti- 
mates in duplicate, send the original to 


the purchasing company, and retain the 


duplicate for their record. 


In the purchasing department the 
estimates received should be attached to 
the requisition for purchase. Usually 
the lowest bid should be accepted, 
unless it is considered that one of the 
higher estimates better conforms with 
the specifications, or assures more 
prompt delivery in an emergency. In 
case a bid other than the lowest is ac- 
cepted, the reasons for the selection of 
the bid should be stated on the face of 
it, and if practicable, it should be 
approved by one of the officers of the 
company. 

If the volume of business does not 
warrant the use of printed forms, esti- 
mates on vendor’s letter heads should 
be obtained. . 


Notation of quotations received over 
the telephone should never be accepted. 
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4. Contracts.—Where commodities 
are purchased in large quantities and 
continually throughout the year, it is 
often advisable to enter into contract 
with the manufacturer or dealer for an 
estimated annual or semi-annual supply, 
to be delivered as needed. Such con- 
tracts should be prepared in legal form 
and should be signed by responsible 
persons representing both parties; and, 
if deemed advisable, the vendors should 
be required to furnish a bond. 

A report of such contracts should be 
made to the accounting department, 
stating the name of the. concern, de- 
scription of commodity, quantity, con- 
tract price, period covered, how to be 
delivered, and other details essential 
for a satisfactory audit of bills when pre- 
sented for payment. The contract 
should at all times be available to the 
auditor for inspection. 

5. Purchase order.—Whether the 
commodities are ordered on contract or 
on basis of estimates, purchase orders 
should be issued, as it is important to 
pass no bills for payment unless the 
purchases have been properly approved 
and ordered. 

Four copies of the order should be 
prepared. The original should be for- 
warded to the vendor. The duplicate, 
with the requisition for purchase and 
the estimates attached, should be trans- 
mitted to the accounting department 
for audit purposes. The third copy 
should first be transmitted to the stores 
ledger clerks for notation on their 
ledgers and on the requisition for pur- 
chase, and then, with the notice of 
minimum of stock and the requisition 
for purchase attached, should be for- 
warded to the receiving department for 
the purpose of verifying and checking the 
commodities when received and the 
follow-up of their delivery. The fourth 
copy is to be retained by the purchasing 
department. All copies should be signed 
by an executive authorized to approve 
orders. 

6. Receiving records.—All commod- 
ities purchased for delivery into the 
storeroom should be received in a receiv- 
ing department, which should be located 
a considerable distance from the ship- 
ping department. 

The receiving department receives 
copies of purchase orders, as stated 
above, and should keep them on file, 
either according to names of vendors 
or names of commodities. 

When a shipment is received, the 
receiving clerk should prepare, in 
duplicate, a receiving record, covering 
the shipments and stating the name of 
the shipper, how shipped, how packed, 
quantity, description of the commodity, 
weight, and other information required. 

Both copies of the receiving record 
should be signed by the receiving clerk. 
They should also accompany the com- 
modities when they are transferred to 
the storeroom. The storekeeper should 
acknowledge the receipt of the goods by 
signing both copies of the receiving 
record. 

The original copy of the receiving 
record should then be turned over to the 
stores ledger clerks for entry in the 
ledgers. Here a record should be kept 
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of the numbers of records received, in 
order to make sure that all records have 
been accounted for and no extra ones 
issued. After entry in the stores led- 
gers, the records should be transmitted 
to the accounting department for audit 
purposes. There, too, a check on the 
numbers should be maintained. 

The duplicate copy of the receiving 
record should be returned to the receiv- 
ing department, where it should be 
checked against the copy of the purchase 
order and then filed in numerical order. 
The purchase orders, if completed, 
should be withdrawn and placed in a 
closed file, and if partially filled,nota- 
tion should be made thereon of the 
quantity received and the order returned 
to the open file. 


7. Freight bills.—All freight and 
express bills should be paid promptly. 
When paid by the cashier, a report 
should be made to the accounting de- 
partment, stating the name of the 
shipper, railroad or express company, 
and amount of charges paid. This 


information is required for addition to° 


the invoice price to determine the total 
cost and for audit purposes. 

If the volume of business warrants it, 
a traffic department may be organized, 
which would handle all traffic matters, 
verify the freight and express charges, 
and report the charges to the accounting 
department. 


8. Vendors’ bills.—All! bills should 
be routed direct from the mail room to 
the accounting department, where they 
are to remain until vouchered and paid. 
This ruling is necessary to prevent 
alterations, substitutions, and losses of 
bills. 

Upon receipt in the accounting de- 
partment, all bills should be stamped 
with an audit stamp, which should show 
the voucher number, date of receipt, 
and provide for the signatures of persons 
who verify the extensions on the bill, 
who check it against purchase order, 
receiving record, freight record, and 
estimates or contracts, and who place 
the account classification on the charge. 
Space should also be provided for date 
and terms of payment. 

The first step in auditing the bills 
would be to verify the extensions on the 
bill. This can be done readily by 


clerks experienced in the use of calcu- 
‘lating machines, and should be done 


independently by two clerks, to assure 
accuracy. 

After the extensions are checked, 
the bills should be checked against pur- 
chase orders. This checking includes 
the verification of the quantity and 
quality of commodities billed, prices, 
shipping directions, terms, and discounts. 
In this process, verification is also made 
of the details on the purchase order 
to determine that they are in conformity 
with the estimates or contracts and as 
to the approval of the purchase requisi- 
tion. These papers are to be attached 
to the bill. All bills covering purchases 
made from vendors whose estimates 
were not the lowest should be approved 
by the auditor. 

As purchases may be made only on 
proper approval, this verification will 


Page 171 


disclose all unauthorized purchases, 
which should be promptly investigated. 

The next step would be to determine 
that the commodities have been actually 
received. The receiving record cover- 
ing the purchase should be matched 
against the bill and attached to it. 

When all the foregoing procedures 
with respect to checking and verifying 
a bill have been carried out, the bill is 
ready for calculation to determine the 
cost price at which the merchandise is 
to be carried in the stores ledger. In 
determining the total cost, the invoice 
price, cash discounts, freight and express 
charges inward, cartage inward, and 
receiving department loading are added, 
and on this basis a unit price is deter- 
mined. Here, too, it is advisable to 
have two clerks make the calculation 
independently. The unit price is re- 
ported to the stores ledger clerks and to 
department executives requiring the 
information. 

The account classification should then 
be noted on the bill, in place provided 
therefor, by an employee thoroughly 
familiar with the accounting code and 
classifications. 

The bill is now ready for approval for 
vouchering. The approval should be 
made by the auditor (or head of the 
audit section, if one is organized), who 
should satisfy himself that all operations 
have been performed as indicated by 
each clerk’s signature on the audit 
stamp. 

Approved bills should be filed accord- 
ing to payment dates, and under the 
dates in alphabetical order according to 
names of vendors. 

9. Vouchers and checks.—On pay- 
ment date the approved bills should be 
withdrawn from file and delivered to 
voucher clerks for vouchering. There 
are several procedures covering vouch- 
ering and paying of bills, the details of 
which will not be given. However, the 
vouchers, whatever method is used, 
should be checked as to details and ex- . 
tensions, approved by the auditor, and 
payment thereof authorized by the 
treasurer of the company. 

10. Voucher record.—The com- 
pleted vouchers, should then be regis- 
tered in a voucher record in numerical 
order. When the vouchers for the day 
are entered, they should be carefully 
called back to insure an accurate record 
of the details on the voucher. 

The columns containing the amounts 
of the vouchers and the various distri- 
bution columns should be footed and 
verified by another person. Care should 
be exercised that the total of the distri- 
bution columns equals the total of the 
voucher amount column. 

11. Voucher index.—An index to 
the vouchers drawn should be main- 
tained, preferably on cards, using a card 
for each vendor, on which should be 
recorded his name and address and 
voucher numbers and amounts. 

The auditor should occasionally ex- 
amine this index to discover unusually 
large numbers of purchases from ven- 
dors other than those from whom regu- 
lar purchases are made currently in 
carrying on the business. 

(To be continued in the next issue) 
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What Business Owes to Schools 


By George M. Lattimer, Pace Institute, New York 


HEN there is a great need, 

V V something usually is developed 

to fill that need. So when 
there came a demand for specific train- 
ing in business, that demand was even- 
tually met. It is being met to-day in a 
variety of ways, productive of much 
benefit to organized business and to the 
individual looking forward to a career 
in commercial pursuits. 

A brief look backward will enable us 
to view with better perspective a few of 
the things that have been accomplished. 

What were conditions during the 
early part of the last century? Trans- 
portation and communication were in 
the early stages of their development. 
Business is so dependent upon both of 
these factors that—in the way that 
we know it to-day—it, too, was con- 
ducted on a limited scale. The era 
of specialization and division of effort, 
when a great factory is devoted to the 
production of one small part of an 
automobile, for example, had not yet 
arrived. 


Business Training Meager 


At the time which we are considering 
business subjects were not to any great 
extent included in the curricula of the 
schools. The aim of the academies and 
boarding schools which then flourished 
was to prepare boys for college, and their 
courses of study, consequently, were 
shaped with that primary aim in view. 
A boy with a business career in view 
was likely to drop out of school and ac- 
quire his knowledge of business by ac- 
tual experience. Seventy years ago but 
few girls entered business and there was 
little opportunity for them, even in case 
they decided to do so. 

Shortly after the civil war business 
entered upon that great era of expan- 
sion which eventually brought this coun- 
try into the front rank of commercial 
nations. At about the same time certain 
individuals and private institutions 
began to give instruction in business sub- 
jects, such as bookkeeping and penman- 
ship. Railroads began to span the 
continent with bands of steel, bringing 
to the eastern seacoast the raw materials 
from the West and creating in the newly 
settled communities of the West new 
markets for the manufactured goods of 
the East. And so bit by bit began the 
development of great business organiza- 
tions, with many different departments, 
production, sales and executive, and with 
a constantly increasing need for suitable 
employees. 

Another contributing factor to busi- 
ness expansion and business education 
must be mentioned here—the invention 
of the typewriter. This gave a new 
impetus to business training, and along 
with the coincident business growth 
created almost a new field for women 
in business. Later came other labor 
Saving devices. In fact, a variety of 


PACE ST UWDENT 


Business progress and 
educational development are 
closely allied. The great 
metropolitan newspapers, 
realizing this fact, from time 
to time publish special arti- 
cles by men and women who 
are experienced in prepar- 
ing men and women for the 

; duties and responsibilities 
of life. Among the articles 
recently appearing in The 
New York Sun was one by 
George M. Lattimer of Pace 
Institute. The article, which 
was published in The Sun 
on August 9, is reproduced, 
in part, herewith. — THE 
EDITOR. 
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factors worked together to develop busi- 
ness and to develop training for busi- 
ness. The two progressed concurrently. 


Demand for Training Arises 


The demand for young men and 
young women prepared to perform spe- 
cific business tasks brought about the 
general introduction of certain business 
subjects in the schools. Now we see 
private institutions offering instruction 
in all the aspects of modern business, 
from instruction in typewriting, filing, 
stenography and elementary bookkeep- 
ing to instruction in accountancy, 
finance, salesmanship, and the more 
advanced aspects of business adminis- 
tration and organization. 

We find the public schools throughout 
the land offering business courses. In 
many of the larger cities there are 
Separate high schools entirely given 
over to business training. The growth 
of this work has been almost phenom- 
enal. But a year or two ago it was 
estimated that 25 to 30 per cent. of all 
the public high-school pupils in the 
United States were enrolled in the com- 
mercial departments. In some cities 
this even reached 50 per cent. and in 
certain individual high schools more than 
60 per cent. of the girls were taking 
commercial subjects. 

We find a remarkable development of 
business education in the colleges and 
universities. Certain universities—Har- 
vard, for example—maintain graduate 
schools of business education, entrance 
to which is based upon four years of 
college work. Other universities main- 
tain schools of business education which 
award a bachelor’s degree for four years 
of collegiate work, and entrance to 
which is based upon four years of high 
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school or preparatory study. In many 
colleges that offer only academic de- 
grees in arts or in science there has been 
such a pronounced increase of interest 
in the work in economics, banking and 
finance that new courses and new pro- 
fessors are constantly being added to 
meet the need. 


A Look to the Future 


In business -to-day competition be- 
tween organizations and inside a given 
organization is keen. Great organiza- 
tions are highly departmentalized. Spe- 
Cialization is everywhere. Transporta- 
tion and communication are still being 
developed and improved. Witness the 
radio and the air mail! The whole eco- 
nomic structure of our country is be- 
coming more complicated week after 
week, month after month, and year after 
year. 

What does this mean? What does 
business demand, and how does it profit 
by the constant influx of young men and 
young women who have received train- 
ing in business? Two things are evi- 
dent: Special skill of some sort, in the 
keeping of books or in the use of short- 
hand or the typewriter, usually is es- 
sential to obtain initial employment. 
For advancement, however, general 
ability and a developed background 
must go hand in hand with special skill. 
As business develops and becomes more 
complex there develops, too, the insis- 
tent demand for those who can plan, 
who can organize, direct, and control. 
Obviously the larger opportunities in 
business await the one who has this 
broad, firm foundation—this developed 
background. Both types of business 
training are available. 

Experience, now as always, is equip- 
ment which must be secured by any 
business man or woman who hopes for ~ 
eventual success. It would be difficult, 
however, to visualize the modern or- 
ganization if it found it necessary to 
train all its employees, as did the busi- 
ness man in days gone by, in every 
aspect of the work which it does. The 
constant supply of men and women who 
have benefited by modern business edu- 
cation, even if only of a fundamental 
sort, constitutes an important element in 
the development of business as we know 
it to-day. 


On a Professional Plane 


Preparation for business is as specific 
and exact now as preparation for law, 
medicine, engineering, or any of the pro- 
fessions. This means then that the man 
or the woman who elects a_ business 
career may begin to prepare for that 
career in school instead of finding it 
necessary to secure this preparation in 
a more or less haphazard way in busi- 
ness itself. 

Modern business education means that 
developed ability rather than chance c¥ 
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personal relationship to some man 
‘“chigher up” is the determining factor in 
a successful business career. It means 
that ambitious men and women have at 
hand in the schools the means both of 
securing an effective entrance into busi- 
‘ness because of their study of specific 
tasks and of securing that broad founda- 
tion in basic business principles which, 
all things being equal, means eventual 
advancement. 


A student, for example, may be forced 
to leave school before the completion of 
his course. He frequently leaves with 
sufficient training for some particular 
duty to assure him almost immediate 
employment. But it is not necessary 
that his education stop. Particularly in 
the larger cities he has at hand after- 
noon and evening courses by means of 
which he can secure professional train- 
ing in business, training which will fit 
him for a directive position in our com- 
plex industrial mechanism or for profes- 
sional work—the practice of account- 
ancy, for example. 


Particularly is it true that women, 
because of developed ability and study 
of the right kind, are moving with 
greater frequency each year from rou- 
tine work into executive and semi- 
executive positions. 


Business and business education must 
develop together. Education has done 
much to supply business both with 
trained workers and with embryo 
executives. As new developments occur 
and as new demands are made, the 
schools will meet them. They will sup- 
ply the training that business wants. 
In this great commercial era any one 
who selects a business career would 
seem to be very shortsighted, indeed, 
if he did not avail himself of the oppor- 
tunities which lie at hand to secure 
training which plays such a large part 
in insuring business success. 


Correspondence 
Expert Publishes 
New Book 


.H. BAILEY WHIPPLE, literary 
critic of the department of pub- 
licity of the Westinghouse Electric 
& Manufacturing Company, of East 
Pittsburgh, Pa., is the author of a new 
book, ‘‘Principles of Business Writing,”’ 
published by the Westinghouse Techni- 
cal Night School Press. This book em- 
bodies the ideas which Mr. Whipple has 
developed in the course of his work in 
improving and _ directing the corres- 
pondence of the Westinghouse Company. 
For the past two years the company has 
been conducting courses in correspond- 
ence and in business English. Under 
the direction of Mr. Whipple a course 
in business composition is now being 
offered. 
The Westinghouse Company is only 
one of the many large organizations that 
realize fully the importance of the use of 


good English on the part of its corres-. 


pondents. 
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American Institute 
Library 


TUDENTS and practitioners of 
accountancy often seek informa- 
tion pertaining to technical ac- 

counting matters but are unable to 
secure information of this character in 
the public libraries of the various 
cities. Quite often persons seeking such 
knowledge are at loss to know just where 
they may find it. 

In the American Institute of Ac- 
countants Building at 135 Cedar Street, 
New York City, there is maintained, by 
the American Institute, probably the 
most complete accounting library in the 
United States. The use of this valuable 
collection of technical information is by 
no means limited to the members of the 
Institute. A letter pertaining to the 
library, written by Secretary A. P. 
Richardson, was published in a previous 
issue of this magazine. From the fol- 
lowing quotation from the letter it will 
be seen that the Institute is desirous of 
extending the facilities of the library to 
persons other than Institute members: 
“Indeed it is the hope of the Institute 
that the use of its facilities will not be 
entirely restricted to members of the 
Institute.”’ 

The complete collection of books, 
magazines, pamphlets, reports, etc., 
which is to be found in the library, pre- 
sents to practitioners and other persons 
interested in accountancy matters, an 
excellent opportunity to secure informa- 
tion on practically any accounting sub- 
ject. The references to be found are 
not limited to general accountancy mat- 
ters, but information is available with 
respect to many industries with which 
the practitioners or students may have 
contact. 


Traffic Bureau 


Renders Service 


HE traffic bureau of the Mer- 

chants’ Association of Greater 

New York renders a very valuable 
and helpful service to its members with 
respect to information pertaining to 
shipping and transportation problems. 

In a recent issue of ‘‘Greater New 
York,” the official publication of the 
association, a clear exposition of the 
proper procedure which should be used 
in filing claims and tracers with trans- 
portation companies, was presented. A 
complete statement was given of the 
necessary steps that must be taken in 
order to prevent financial losses which 
might result from lost or delayed ship- 
ments. 
The traffic bureau is to be commended 

for the publication of such valuable 
information to shippers. 


WALTER L. GILL, C.P.A. announces 
the opening of an office at 331 Madison 
Ave., for the public practice of ac- 
countancy. 


FRANK J. DUFFY, a former student 
of Pace Institute, New York, is now con- 
nected with the Allerton Company, 
New York, in the accounting depart- 
ment. 
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N able practitioner of law, an 
experienced accountant, an expert 
in the surety field, a faithful 

public servant—such were among the 
achievements of the late Jarvis Woolver- 
ton Mason, who died on August 5, 1924, 
at Mt. Vernon, N. Y. 

Mr. Mason was born in New York 
City on August 12, 1863. He received 
his early education in the public schools 
of New York and later attended New 
York University, where he studied law. 
He was admitted to the New York Bar 
in 1885 and practiced law in New York 
City and Westchester County until 1892. 
In this year he became associated with 
the American Surety Company as assis- 
tant to the solicitor. In time he became 
manager of the credit department and, 
finally, vice-president of the company. 
He was serving in the latter capacity at 
the time of his death. 

Mr. Mason’s achievements were by 
no means limited to the surety field and 
to the practice of law. In 1901, when 
accountancy as a profession was yet in 
its infancy, he was awarded the Cipla: 
certificate of New York State. He was 
active in affairs pertaining to ac- 
countancy until the time of his death 
and rendered efficient and faithful 
public service as a member of the New 
York State Board of Certified Public 
Accountant Examiners during the last 
four years of his life. 

The activities of the man were not 
restricted, however, to business and 
professional confines. He was an author 
of miscellaneous articles on suretyship, a 
captain, reserve list, in the New York 
National Guard; and he belonged to the 
Bar Association, the New York State 
Society of Certified Public Accountants, 
the National Republican Club, and the 
Mt. Vernon Country Club. 

Mr. Mason is survived by a wife and 
three children, Alice, Mary Eunice, 
and Jarvis W. Jr., who reside at 45 
Oakland Ave., Mt. Vernon. 

Accountancy, a host of friends, and 
the public at large have sustained a 
great loss in the death of this able 
practitioner, this estimable citizen. 


A. D. Bussell 


T is with regret that we record the 
I death of A. D. Bussell, a former 

student at Pace Institute, New York. 
Mr. Bussell died at his home at 708 
Cauldwell Ave., in thé Bronx, on 
August 18, 1924. He was twenty-six 
years of age. Mr. Bussell was a former 
resident of Plainfield, N. J., where he 
received his early education, and was 
graduated from Plainfield High School 
in 1918. 

Mr. Bussell was popular with his 
fellow students and made many friends 
during his period of study at the Insti- 
tute, and it is with exceeding regret that 
his many friends will note his death. 
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The Collection and the Clearance of Checks 


(Continued from page 164) 


The Handling of the Check 
by the Payor Bank ‘ 


The procedure involved in the hand- 
ling of the checks by the payor or 
drawee banks will now be given. The 
checks are received at the Clearing 
House by representatives of the payor 
bank, and are delivered to an employee 
at the bank, known as a check clerk. 
This individual has as many assistants 
as may be required. In small banks, 
the bookkeepers may act as his assis- 
tants. 

Under the block system of proof, 
heretofore referred to, the check clerk 
divides the envelopes into blocks and 
gives each <essistant a block. The 
assistant opens each envelope and takes 
out the checks. As he removes the 
checks from an envelope, he examines 
each one to see if the presenting bank has 
placed its bank stamp on the reverse 
side. If this stamp is omitted from a 
check, he attaches a returned item slip 
thereto, marked “Bank Stamp Missing,”’ 
and inserts thereon the number of the 
bank from which it was received. 

This accomplished, he sorts the checks 
into various groups. In the smaller 
banks, the checks may at this time be 
sorted according to the depositors’ 
ledgers, but in the larger banks, where 
the depositors’ ledgers are numerous, 
this may be done as a separate operation. 
If there are branches, in each of which a 
separate bookkeeping department is 
maintained, checks are sorted according 
to branches. Assuming a large bank 
that has one branch, the division of the 
checks might be as follows: (1) main 
office checks; (2) branch office checks: 
(3) certified checks, or checks of deposi- 
tors, liability for the payment of which 
has been accepted by the bank; (4) cash- 
iers’ checks, or those issued and signed 
by the bank’s officers; (5) foreign deposi- 
tors’ checks, which are handled by the 
foreign bookkeeping department; and 
(6) miscellaneous items, such as checks 
being returned for bank stamp. 

Checks drawn on out-of-town banks 
that are not members of a Federal 
Reserve Bank must be collected through 
banks with which the New York bank 
has affiliations, located near the banks 
on which the checks are drawn. The 
banks making the collections are known 
as correspondents. 

The checks are sorted into a rack, 
containing a compartment for each of 
the bank’s correspondents throughout 
the country. For example, a check 
drawn on a Chicago bank not a member 
of the Federal Reserve Bank of Chicago 
would be sorted into the compartment 
of a correspondent bank in that city. 

The checks are then listed in dupli- 
cate on forms known as collection letters. 
With the exception that they are ad- 
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dressed to correspondent banks instead 
of to Federal Reserve Banks, these 
letters are practically the same as those 
used for Federal Reserve Bank items. 

The checks are endorsed and are sent 
out each night by mail with the original 
letters. The duplicate letters are re- 
tained, and are referred to when remit- 
tances are made by the correspondent 
banks. The correspondent banks col- 
lect the amounts of the checks from the 
payor banks and either remit their own 
checks, usually drawn on New York 
banks, or place the amounts to the credit 
of the payee bank. 

Instructions are given the corres- 
pondent banks as to the protesting and 
the returning of dishonored paper. It 
is usual to have the correspondents wire 
immediately the non-payment of checks 
of five hundred dollars and over. 


At the time the checks are sent out 
entry is made as follows: 


DUE FROM TRUST 
COMPANIES, 
BANKS & BANKERS 500.00 

To MAIL’ TELLER’S 
DEPARTMENT— 
ACCOUNT| Aguas. 

For out-of-town items sent 
to correspondent 
banks for collection. 


500.00 


When remittance is received, entry is 
made as follows: 


TRANSIT DEPART- 
MENT COLLEC- 
LIONS». >. >... es 00r00 

To DUE FROM 
TRUST COMPAN- 
IES,BANKS®& 
BANKERS.) 

For remittances from cor- 
respondent banks. 


The collections are turned over to the 
Mail Teller’s Department, and entry is 
made as follows: 


MAIL TELLER’S DE- 
PARTMENT — AC- 
COUNT A 225 )|. eee0gl0g 

To TRANSIT DE- 
PARTMENT COL- 


LECTIONS = 500.00 
For collections turned over 
to the Mail Teller’s 


Department by Tran- 


sit Department. 


When the collections reach the Mail 
Teller’s Department, an appropriate ac- 
count is debited and the Transit De- 
partment account is credited. Thus, if 
the remittance received from the debtor 
bank is in the form of a check drawn 
on a bank which is a member of the 
New York Clearing House, the entry 
would be as follows: 


October 
EXCHANGES). > 332 500.00 
To TRANSIT DE- 
PARTMENT....... 500.00 


For remittance received 
from ‘Transit Depart- 
ment, tobe . gant 
through Clearing 
House. 


City Collection Items 


City collection items are checks, 
drawn on banks and bankers located 
within the city, which do not clear 
through the Clearing House or the Fed- 
eral Reserve Bank. These checks are 
charged by the mail teller’s department 
to the city collection department. 

The City Collection Department of 
the Clearing House was organized for 
the purpose of collecting for its members 
checks drawn on certain non-clearing 
banks and bankers specified from time 
to time. These checks are grouped by 
the payor bank according to the banks 
and bankers on which drawn. They 
are endorsed with a bank stamp, which 
specifies that payment has been received 
by the payee bank through the City 
Collection Department of the Clearing 
House on a certain date, and that it 
guarantees all prior endorsements. They 
are enclosed in envelopes addressed to 
the banks and bankers on which drawn, 
and the total amount of the checks 
contained in each envelope is shown on 
the envelope. A recapitulation is made 
of the totals of the envelopes on forms 
known as deposit letters. These forms 
are arranged in such a manner so as to 
facilitate the work of the Clearing 
House. 

The envelopes containing the checks 
and the deposit letters are sent to the 
City Collection Department of the Clear- 
ing House before ten o’clock each morn- 
ing. The Clearing House issues a due 
bill or receipt therefor. This due bill is 
charged by the payor bank against the 
Exchanges account through the ex- 
changes of the following morning. 
Clearing House messengers deliver: the 
envelopes to the various banks and 
bankers to whom they are addressed. 
These banks and bankers make pay- 


ment to the Clearing House by means of. 


checks drawn on members of the Clear- 
ing House Association. These checks 
are put through the exchanges of 
the following morning, and as they are 
charges to be made by the Clearing 
House against the banks on which they 
are drawn, they serve as an offset to the 
due bills which have been issued to the 
payee banks by the Clearing House. 
Checks drawn on banks and bankers, 
collection of which cannot be made 
through the City Collection Department 
of the Clearing House, must be presented 
by the payee bank’s own messenger. 
The entry, the amount of which 
reconciles with the amount charged 
against the City Collections Depart- 
ment in the first entry, is as follows: 


DUE FROM TRUST COM- 
PANIES, BANKS & 
BANKERS ...u ee 
TO MAIL TELLER’S 
DEPARTMENT—AC- 
COUNTIB Mitsu Sagas 


1,000.00 


1,000.00 


+ ree 
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For items drawn on New York 
City banks which do not 
clear through either the 
Clearing House or the 
Federal Reserve Bank, 
and which are sent to the 
City Collection Depart- 
ment of the Clearing 
House for collection, or 
which are collected by the 
bank’s messengers. 


On receipt of the Clearing House due 
bill or the check from the payor bank, 
entry is made as follows: 


COLLECTIONS, CITY 
COLLECTIONS DE- 
PARTMENT. .3- 000 de% 

To DUE FROM TRUST 
COMPANIES, BANKS 
& BANKERS........- 

For settlement of items sent 
to City Collection De- 
partment by means of a 
due bill which is charged 
against the Clearing 
House in the exchanges 
of the following morning 
and for collections made 
by the bank’s messengers. 


1,000.00 


1,000.00 


The collections are turned over to the 
Mail Teller’s Department, and entry is 
passed as follows: 


MAIL TELLER’S DEPART- 

MENT—ACCOUNT B. 

To COLLECTIONS, 

CITY COLLECTIONS 

DEPARTMENT ....... 

For collections made by City 

Collections Department 

and turned over to the 

Mail Teller’s Depart- 
ment. 


1,000.00 


1,000.00 


When the items are received in the 
Mail Teller’s Department, an appro- 
priate account is debited, and City Col- 
lections Department account is credited. 
Thus, if all the items are Clearing 
House items, the entry would be as fol- 
lows: 


EXCHANGES............ 1,000.00 
To Cre v COLLEC- 
TIONS DEPARTMENT 1,000.00 


For collections made by City 
Collections Department 
and turned over to the 
Mail Teller’s Depart- 
ment. 


Home Debits and Deposit Tickets 


Home debits are checks drawn on 
the bank in which deposited. They are 
sent, with the deposit tickets, to the 
bookkeeping department. Here, assis- 
tants of the check clerk list each block 
of checks, and each block of deposit 
tickets, and reconcile the totals with the 
mail teller’s listings. The items are 
then posted to the accounts in the deposi- 
tors’ ledgers. 

The following general journal entry 
is made for the home debits: 


DEPOSITORS’ CONTROL 
ACCOUNT.......-.-.> 4,000.00 
To MAIL TELLER’S 


DEPARTMENT — AC- 
GOUNMaCGee ees. 4 es 

For home debits received from 
the mail teller’s depart- 
ment. 


1,000.00 


The following entry is made for the 
deposit tickets: 


MAIL TELLER’S DE- 
PARTMENT — AC- 
COUND ECR: =: 10,000.00 
To DEPOSITORS’ CON- 
TROL ACCOUNT..... 
For deposits received from 
the mail teller’s depart- 
ment. 


10,000.00 


RPAcCx=H STUDENT 


Entry is then made to write off the 
inter-department account as follows: 


BOOKKEEPING DEPART- 
M 


DOU IIE  peeals moraeie Upeo bo 9,000.00 
ToMAIL TELLER’S DE- 
PARTMENT—AC- 
COUN TIC sees «ste 9,000.00 


To write off balances repre- 
senting items completed 
by posting to depositors’ 
ledger as follows: 


Deposits. . . .. $10,000.00 
Checkin cei. = 1,000.00 
$ 9,000.00 


The various groups of checks in the 
block are listed, and a recapitulation is 
made of the totals. The total thus 
arrived at must agree with a summary 
of the amounts shown on the envelopes 
in the block. 

The block having been proved, the 
assistant turns it back to the check clerk, 
who records the totals of each group of 
checks, as shown by the recapitulation, 
on a control sheet. All but the checks 
of the main office depositors, are routed 
to their proper departments. The main 
office depositors’ checks are sorted into 
a rack which contains a compartment 
for each depositors’ ledger. After all 
the checks are thus sorted, they are 
removed from the rack, and turned over 
to the bookkeepers. 

Each bookkeeper is aided by an assist- 
ant. They arrange in alphabetical order 
the checks received. The assistant then 
lists the checks on a debit sheet. This 
listing is duplicated by an assistant of 
the check clerk, and the totals of the 
two listings are reconciled. The debit 
sheets are turned over temporarily to 
the check clerk, who makes a recapitu- 
lation thereof. This recapitulation must 
agree with the total of main office de- 
positors’ checks, as shown by the check 
clerk’s block control sheet, previously 
referred to. If a difference is shown, 
the debit sheets must be checked back 
until it is found. 

The bookkeeper posts the check on 
the ledger account of the drawer or 
maker. The bookkeeper’s assistant 
posts the check in the same manner to 
a statement of account of the maker. 
This statement is practically a duplicate 
of the ledger sheet. The statements are 
kept posted up to date, this serves as 
a check against the ledger sheets. At 
least once a day, or more often, they are 
compared with the ledger sheets. 

A proof of the ledger is usually taken 
each day and is reconciled with its 
control account in the general ledger. 
This control account is debited each day 
with the total debits shown by the assist - 
ant bookkeeper’s debit sheet, and is 
credited with the total credits shown by 
the credit sheet. 

After completing the posting of the 
checks, the bookkeeper examines each 
one to see that it is properly endorsed 
and dated, that there is no stop pay- 
ment order against it, and that the 
written amount corresponds with the 
figures. A signature clerk compares the 
signatures with the specimen signatures 
on file. A returned item slip is attached 
to a check which is irregular in any 
respect, and it is returned to the pre- 
senting bank. The nature of this irre- 
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gularity is indicated on the return item 
slip. The checks which are paid are 
cancelled by means of a perforating 
machine. 

The checks are then filed in a steel 
cabinet until the end of the month. At 
this time, they are taken out of the 
cabinet, are compared with the state- 
ment, and are enclosed therewith in an 
envelope addressed to the depositor. 


Return Items 


Return items are checks returned to 
the payee banks because of non-pay- 
ment. Some of the reasons for non- 
payment are insufficient funds, drawn 
against uncollected funds, payment 
stopped, signature missing, signature 
unknown, date and endorsement missing. 
Checks received through the exchanges 
at the Clearing House, if not paid, must 
be returned to the payee bank by three 
o’clock the same day. There are two 
ways. of returning such checks—by 
messenger and through the afternoon 
clearings held at the Clearing House each 
day except Saturday. On Saturday, all 
checks must be returned by messenger. 

All items of one thousand dollars or 
less, except sent-wrong items, may be 
returned through the afternoon clearings. 
Items that are over one thousand dollars 
must be returned to the payee bank by 
messenger. Also, checks that have 
been received in error must be returned 
by messenger. As already mentioned, 
fines are collected for such items. 

The handling of the return items by 
the payor bank will be considered first. 
A return item slip is attached to each 
check, giving thereon the reason for 
non-payment and the number of the 
bank to which returned. If the check 
has been charged to the ledger sheet of 
the drawer, the return of the check is 
noted thereon, and the account is 
credited. 

The items are then listed in a Return 
Item Book, which is ruled to show the 
name of the drawer, the bank to which 
returned, the reason, and the amount. 
Two columns are used for the amounts, 
one for checks returned through the 
Clearing House, and the other for checks 
returned by messenger. 

Next, the items to be returned through 
the Clearing House are sorted according 
to the numbers of the payee banks. 
They are enclosed in envelopes addressed 
to the payee banks, and the amounts 
are listed on the outside of the envelopes. 
Care must be taken to see that the 
checks are enclosed in the proper en- 
velopes, as fines are imposed for items 
returned to the wrong bank. These 
fines are collected by the bank to which 
the checks are erroneously returned. A 
recapitulation of the totals of the 
envelopes must agree with the total 
amount of such items, as shown by the 
Return Item Book. 

The envelopes are listed in duplicate 
on the Settling Clerk’s Statement, pre- 
viously referred to. The bank’s repre- 
sentatives take them to the Clearing 
House before three o’clock. The clear- 
ings commence at three o’clock and pro- 
ceed in the same manner as the morning 
clearings. If the amount brought ex- 
ceeds the amount received, the settling 
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clerk makes outa credit ticket, and if 
the amount received exceeds the amount 
brought, he makes out a debit ticket for 
the excess amount. After the proof of 
the clearings has been completed, if the 
settling clerk turned in a credit ticket, 
it is returned to him and is charged 
against the Clearing House through the 
clearings of the following morning. If 
he turned in a debit ticket, it is retained 
by the Clearing House and charged 
against the bank, through the clearings 
of the following morning. 


As to the checks returned by mes- 
senger, a check known as a redemption 
check is received therefor. These checks 
are charged against the banks issuing 
them, through the clearings of the 
following morning. 


Banks which clear through the Federal 
Reserve Bank return unpaid items to 
that institution, and receive credit 
therefor. 


Return items by the payee’ bank are 
received in three ways; by messenger, 
through the Clearing House, and from 
the Federal Reserve Bank. 


With certain exceptions, the payee 
bank charges all returned items against 
the account of the depositor, and sends 
him the items by registered mail. In 
some instances, however, upon advice of 
the depositor, the bank will put the 
check through for collection a second 
time. Checks returned for endorsement 
or bank stamp are usually stamped by 
the bank and put through again, without 
charging them back to the depositor. 
These checks must be paid by the bank 
on which drawn, when presented in 
proper order. 


J. Irving Cason 
Contributes to 


Municipal Accounting 


ACE students are everywhere en- 
Prssca in many different pursuits 

which pertain to the field of Ac- 
countancy. Mercantile, industrial, elee- 
mosynary, and municipal organizations 
daily make call for their services. 
Recently, newspaper reports in Balti- 
more have brought to light the results 
of the constructive work of J. Irving 
Cason, a student at Pace Institute, 
- Washington. 


Mr. Cason, who is employed in the 
revenue accounting department of the 
Chesapeake and Potomac Telephone 
Company, of Washington, D. C., and 
John G. Kines, of the Gas and Electric 
Company in the city of Baltimore, re- 
cently submitted a plan for the estab- 
lishment of a bureau of receipts and of a 
new system of billing and collections for 
the city of Baltimore. 


The plans for the establishment of the 
system, which were prepared after an 
intensive study by Mr. Cason and Mr. 
Kines of the systems used in Philadel- 
phia, Washington, Chicago, and Wil- 
mington, were presented to Mayor 
Jackson’s Commission on Efficiency and 
Economy by Mr. Cason and Mr. Kines 
personally. The clear explanation and 
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elucidation of the principles and details 
of the proposed plan resulted in favorable 
comment by the members of the com- 
mission and, eventually, in a recom- 
mendation of the plan to Mayor Jackson. 
’ Mayor Jackson, of Baltimore, com- 
menting in The Baltimore Sun on the 
work of Mr. Cason and Mr. Kines said: 


“Mr. Cason and Mr. Kines have been 
employed in this work for several 
months. Not a feature has been over- 
looked. They should receive the thanks 
of the entire community. 


“I am delighted with the results and 
believe the adoption of the recommen- 
dations would mean a great saving to 
taxpayers and would expedite the 
operation of accounting at City Hall.’ 


Among the others who commented on 


the superior quality of the work of Mr. - 


Cason and Mr. Kines was W. J. Casey, 
vice-president of the Continental Trust 
Company, Baltimore, and vice-chairman 
of the commission: before which the plan 
was presented. Mr. Casey said that 
the installation of the system and the 
establishment of the bureau would 
mean a considerable reduction in the 
present tax rate in the city of Baltimore. 


Book Review of 
“‘Interest As a Cost’’ 
by Scovell 


NTEREST as a Cost, by Clinton H. 
Scovell, A.M.,254pp. Cloth. The 
Ronald Press Company, New York. 


Should interest on investment be 
included in cost—a mooted question. 
The modern school of economists as- 
serts it; accountants as a rule negate it. 
The author in an interesting and lucid 
way sets forth every known argument 
for and against the inclusion of interest 
on investment as cost. 


Mr. Scovell is an ardent advocate of 
the charging of interest as a cost. His 
arguments are sometimes quite in- 
genious and at other times somewhat far 
fetched. In support of his views Mr. 
Scovell states: 


“Accounting for interest on invest- 
ment certainly is of importance from a 
social and political point of view, for 
the most of the class attacks against 
corporations on the ground of excessive 
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earnings would be nullified if propef 
consideration and publicity were given to 
the interest return and the real profit 
return on the investment actually in 
use.”’ 


Mr. Scovell devotes a chapter of his 
book to the attitude of the courts in 
which he tries to sustain his assertion 
that the decisions of the highest courts 
are on the side of the principle that. 
interest on investment is a cost for the 
use of capital, entirely apart from profit. 


The volume is the result of a great 
deal of painstaking labor, and the author 
has brought together a large amount of 
information pro and con. The book 
will be a pleasure to those who will read 
it carefully and weigh the material it 
contains. 


Attorney -General 
Says Bar Standards 


Are Lowered 


TTORNEY - GENERAL Harlan 
A F. Stone, addressing the annual 
convention of the American Bar 
Association, recently deplored the fact 
that the standards for entrance to the 
bar have become appreciably lowered. 


In the course of his address Mr. Stone 
said: 

“For fully a generation we have pro- 
gressively lowered the tone and stand- 
ards of the bar through the increasing 
numbers of those entering the legal 
profession who are without the adequate 
technical training and experience and 
without the background of liberal 
education, experience and associations 
which make for moral responsibility. 


“The most important step for the 
improvement of the law on its adminis- 
trative side is by improvement in the 
training, character, and morale of those 
to whom its administration is primarily 
committed, by convincing ourselves and 


the public that our profession ought to © 


be and must be in a real sense a learned 
profession.”’ 


The foregoing is of especial interest to 
New York accountants who were in- 
tsrumental in having restrictive C.P.A. 
legislation passed by the legislature of 
New York last winter for the general 
purpose of improving the conditions of 
practice. The legislation, it will be 
recalled, was vetoed by the Governor. 


California C.P.A. Examinations 


tions in California in February, 1924, were several former students 
of the San Francisco Institute of Accountancy, conducting Pace 
The high character of professional instruction given by the 
faculty of this well-known school is thus evidenced in the most definite 


A MONG the successful candidates who sat in the C.P.A. examina- 


The names of these successful candidates are as follows: 


Clayton O. F. 


wy ie Sha Ewing, Fi: W., Jr. 
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Henley, R. F. 
Jacobus J. J. 
Kasch, G. J. 
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| Impentite and Its Accounting Features 


The. Var Sb falment of an Article by Francis A. M. Giordon, 
yut= a Sraduate of Pace Institute, New York, based ona 
thesis submitted for graduation purposes 


Trading among nations 1s centuries old. 
Nations with a surplus of raw materials and com- 
modities export them—other nations lacking 
raw materials and commodities but with a sur- 
plus of manufactured products exchange the 
latter for the raw materials and commodities. 
Mr. Giordon has presented, in a clear and in- 
formative manner, the routine procedures and 
accounting operations peculiar to the business 
of importing—The Editor. 


foodstuffs and raw materials grows con- 

stantly with the increase in our population 
and with the size. and scope of our industries. In 
order to fill our increasing needs, we must have a 
regular and increasing supply of many commodities 
which are not produced in the United States, or 
which are produced in such small volume as to be 
entirely inadequate for our requirements. We 
must obtain manganese for our steel mills from 
Russia and South America; our tanneries must 
have quebracho from Argentina; our automobile- 
tire industry must obtain crude rubber from 
Brazil; our machine-shops, rail-mills, armor- 
plate works, and wire-rope factories must have 
nickel from Canada and New Caledonia; our 
tinplate manufacturers must import tin from the 
Malay Straits and from Bolivia; our silk factories 
must get their raw products from China and 
Japan; our clothing manufacturers must import 
their wool from Australia and Argentina; our 
manufacturers of twines, canvas, linens, and laces 
must get their flax from Russia and Belgium; our 
burlap makers must get their jute from India; 
our manufacturers of binder twine, which is so 
essential in the harvesting of our crops, must 
import sisal from Yucatan. We must also import 
large quantities of cocoanut oil and other vegetable 
oils from the Pacific Isles, coffee from Brazil, tea 
from China, India, Japan, and Java, cocoa from 
Venezuela, sugar from Cuba, rice from the Far 
East, spices from the East Indies, platinum from 
Colombia, and vanadium from Peru. The listing 


Ox dependence upon other countries for 


could be continued indefinitely, but the foregoing 
is sufficient to indicate the dependence of many of 
our important industries upon the raw products of 
other countries. 

The magnitude of the value of our imports may 
be gauged by a study of the tables showing our 
importations for the years 1919 to 1921, as con- 
tained in the World Almanac, 1922 edition. The 
tables will be found on the following page. 


Assistance Offered by International 
and Interior Banks 


The part that the international and interior 
bankers have to play in the development of our 
import trade, as well as of our export trade, can 
not be overemphasized. They must be prepared 
to offer facilities to their importing clients who wish 
to buy commodities in foreign countries. They 
must be able to help the importer to locate sources 
of raw materials, to inform him regarding reliable 
foreign exporters and market conditions, and to 
advise how he may establish the necessary import 
credits. Many of these bankers maintain inter- 
national trade service and publicity departments, 
which answer inquiries in regard to foreign tariffs 
and trade and banking methods. They also pub- 
lish technical books and bulletins which contain 
detailed information, and which can be used for 
reference by the importer as well as by the exporter. 


Assistance Offered by the United States 
and Foreign Governments 


The governments of the United States and of 
foreign countries also offer aid to the importer, as 
well as to the exporter. The Department of 
Commerce of the United States publishes books and 
bulletins for use by the importer and the exporter. 
Foreign consuls and attaches furnish information 
regarding tariffs, trade methods, and banking 
methods of their several countries, and upon 
request bring importers and exporters into touch 
with foreign merchants. 


Page 178 


Foreign Preliminaries 


Most American importers transact business with 
foreign manufacturers and producers direct, instead 
of through commission houses or jobbers as is 
usual with exporters. Before the goods are shipped 
to the United States from any foreign country, 
the shipper is obliged to procure a certificate from 
the American consul in charge of the district from 
which the goods are shipped. This consular 
certificate, known as a consular invoice, verifies the 
correctness of the declaration required by law. 
A certificate must accompany each invoice of 
merchandise that is imported into the United 
States. 

The United States law requires that no imported 
goods exceeding in value one hundred dollars shall 
be admitted into this country without the produc- 
tion of a duly certified consular invoice containing: 
a description of the merchandise; the port of entry 
to which the merchandise is destined; the time when 
the merchandise is sold or agreed to be sold; the 
place where it is sold or agreed to be sold; the 
person by whom it is sold or agreed to be sold, and 
the person to whom it is sold or agreed to be sold; 
the grade and quality of goods, including the 
marks and numbers under which sold to the 
trade in the country of exportation, together with 
marks and numbers of the packages in which the 
merchandise is packed; the quantities in weights 
and measures; the purchase price of each item in 
the currency in which the purchase is made; the 
kind of currency, whether gold, silver, or paper: 
and all charges upon the merchandise, including 
commissions, insurance, freight, containers, and 
cost of packing. The invoice must be signed by 
the purchaser, owner, or manufacturer, who must 
indorse thereon a declaration as to the truth of 
his statement. 
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Duty 


A great part of the merchandise imported into 
the United States is subject, on its arrival within 
the continental limits, to the payment to the 
treasury of the country of an assessment known 
SS cuey. 

This duty is levied for two general purposes. 
When cost of production abroad is less than cost of 
production of similar goods at home, the imposition 
of a duty on the importation of the foreign goods 
increases their aggregate cost to the importer and 
presumably makes the cost to him more nearly 
equal to the cost of similar goods of domestic pro- 
duction. Domestic producers are thus presumably 
enabled to compete with foreign producers whose 
cost of manufacture, because of labor conditions 
and other economic factors, may be less than’ the 
cost of manufacture in the United States. This 
tendency to equalize costs to the purchaser pre- 
sumably affords a certain measure of protection 
to the domestic producer. 

The second general purpose for which duties are 
collected is the raising of revenue for governmental 
purposes. 

The rates of duty are not the same for all 
classes of goods. The rates are specified in a 
schedule known as a “‘tariff,’”? which is an integral 
part of a law passed by Congress. 

Duty is levied on either or both of two bases. 
These bases are known, respectively, as ‘ad 
valorem”’ duty and “specific”? duty. Ad valorem 
duty is levied as a percentage of the value of the 
merchandise, and the amount may differ, from time 
to time, on goods of the same kind, because of 
price or value fluctuations. Specific duty, on the 
other hand, is levied as a certain amount for 
importing the article or unit of quantity of mer- 
chandise, and it remains constant. It is not 
affected by fluctuations in the price or value of 
the goods. 


Imports Classified as to Kinds of Materials 


(Includes both free and dutiable, all classes) 


Crude Material Foodstuffs in Foodstuffs Manufactures Manufactures 
Year for use in Manu-| Crude Condi- Partly or for Further Ready for Con- Miscellaneous 
facturing tion and Food Wholly Manu- use in Manu- sumption 
Animals factured facturing 

1919 $1,250,674,773 $376,222,730 $456,200,261 $605,727,715 $393,223,404 $13,671,185 
1920 2,141,453,939 622,092,148 891,029,825 801,248,503 745,165,833 37,361,866 
1921 1,051,365,828 452,422,871 842,453,641 542,583,869 744,123,648 21,499,573 

4,443 ,494,540 1,450,737,749 2,189,683,727 1,949,560,087 1,882,512,885 72,532,624 

Imports Classified as to Geographical Divisions from Which Importations Were Made 

Year Europe North America South America Asia Oceania Africa 
1919 $372,951,315 $1,052,567,498 $568,374,904 $830,752,463 $190,008,129 $81,065,759 
1920 1,179,400,699 1,486,250,288 869,944,300 1,368,669,105 157,891,783 185,195,939 
1921 se 937,950,819 1,207,459,976 485,249,987 815,445,819 153,471,059 54,871,770 

2,490,302,833 3,746,277,762 1,923,569,191 3,014,867,387 501,370,971 321,133,468 
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Dutiable Value 


Merchandise subject to an ad valorem rate of 
duty is, as has been shown, taxed on the basis of 
the dutiable value of the merchandise. The 
consular invoice, which is filed at the time of entry, 
states the value of the goods and all shipping 
charges. The value given can be C.I.F., port of 
destination (that is, the cost of the merchandise, 
plus cost of insuring it to destination, plus freight 
charges); the value can be given, F.O.B., port of 
original shipment (that is, the cost of the merchan- 
dise as placed aboard the vessel at port of original 
shipment) ; the value can be given, F.O.B., steamer, 
C. & F., port of destination (that is, the cost of the 
merchandise plus the freight charge); etc. As 
the consular invoice contains a list of all shipping 
charges, the authorities are able to determine from 
it the dutiable value of the merchandise. The 
dutiable value of the merchandise is found inde- 
pendently of the price which the importer pays for 
his goods. It is based upon the wholesale market 
price or value of the goods in the country of origin 
at the time and place of shipment to the United 
States. Added to this are the value of the con- 
tainers and all charges and expenses incident to 
placing the goods into condition for shipment to 
the United States. 


If the duty is specific, the containers, as a rule, 
are not subject to duty. If the merchandise is 
subject to ad valorem duty, the containers are 
dutiable at the rate applicable to their contents. 
Consular fees, ocean freight, and marine insurance 
are not dutiable. Any commissions paid by the 
importer to agents abroad are not dutiable. Inland 
freight is dutiable if the sale was made F.O.B., port 
of shipment, but not if the merchandise was sold 
F.O.B., foreign inland shipping point. Com- 
mission paid by the seller forms part of the selling 
price and is dutiable. Regular trade discounts are 
not subject to duty, as they form part of the 
foreign market value of the goods. Stamp 
taxes and internal revenue taxes remitted by 
foreign governments upon the exportations of 
goods are dutiable. In particular shipments, other 
charges may arise on which special rulings are 
required. 


Employment of 
Custom House Brokers 


The most important legal part of the importing 
business in the United States and the most difficult 
feature to understand is the custom-house pro- 
cedure—that is, the formal steps that are required 
before the goods may be received by the importer 
after their arrival. The tariff laws and different 
schedules for each class of goods are perplexing, the 
legal questions that may arise are intricate and 
difficult, and there are complicated processes and 
countless rules. For these reasons and others the 
importers rarely attend to the formalities of entry 
at the custom house, but turn them over to brokers 
and lawyers who specialize in such matters. 
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Entry 


On receipt of the shipper’s bill of lading, the 
shipper’s ordinary invoice, and the consular invoice, 
the importer files with the customs authorities a 
sworn statement, known as an owner’s oath, certify- 
ing that the prices set forth in the invoice are true, 
that the statements in such invoice as to foreign 
value are true to the best of his knowledge and 
belief, and that all other statements in the invoice 
or other documents filed with the entry are true 
and correct, and stating whether the merchandise 
is imported otherwise than in pursuance of purchase 
or agreement to purchase. The filing of an ac- 
curate declaration is important, as false statements 
made therein may involve severe penalties. 

The term “entry” is applied generally to the 
procedure of formally bringing to the attention of 
the federal authorities the amount of the goods, 
and of complying with the governmental regula- 
tions with respect to paying duty and the like. 
The basic document used for the purpose is known 
as an entry blank. 

Entry must be made of all importations whether 
free or dutiable, and regardless of their value. 
There are several kinds of entry, the most im- 
portant of which are the following: 

Dutiable Consumption Entry: This entry is 
made when the importer wishes to pay the duty 
and secure immediate release to him of his consign- 
ment. 

Free Entry: This entry is made when the im- 
porter wishes to secure release to him of a consign- 
ment of non-dutiable goods. 


Warehouse Entry: This entry is made when 
the importer wishes to place goods in a warehouse 
under government control, known as a bonded 
warehouse. When goods are placed in a bonded 
warehouse, they are in the custody of the govern- 
ment and will not be released to the importer until 
the duty is paid, except as hereinafter indicated. 
The goods entered for warehousing in bond may 
be withdrawn from time to time in partial lots, 
the duty being paid at the time the goods are 
withdrawn from warehouse. To accomplish this 
the importer makes out a ‘“withdrawal entry”’ for 
each lot he desires and pays the duty thereon. 


Entry for Warehouse and Immediate Trans- 
portation; This entry is made when an importer 
whose offices or factories are located at interior 
points does not care to pay duty on his consign- 
ment upon arrival of the steamer. He wishes the 
goods shipped to him in bond. Payment of the 
duty is withheld until he wishes to receive posses- 
sion of the goods at the interior point. 


Entry for Warehouse and Exportation: 
This entry is made when the importer wishes to 
withdraw, for exportation to a contiguous or non- 
contiguous foreign country, goods stored in a 
bonded warehouse. The importer is allowed to 
export merchandise from a bonded warehouse 
without the payment of duty. 


Entry for Immediate Transportation With- 
out Appraisement: This entry is made when 
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the importer wishes his importation, whether 
dutiable or free of duty, destined for a designated 
port other than port of arrival of the steamer, to 
be entered for immediate transportation without 
appraisement. Appraisement will be explained in 
succeeding pages. It is, however, optional with 


the importer whether he shall make such entry or. 


enter the goods for consumption or warehousing 
at port of arrival. 


Entry for Transportation and Exportation: 
This entry is made when the importer wishes his 
merchandise, arriving at a port in the United 
States but destined for a foreign country, to be 
forwarded in transit through the United States 
without examination or appraisement. A consular 
invoice is not required on this entry, but an invoice 
containing a general description of the merchandise, 
its aggregate value, and the marks and numbers on 
the packages must be filed with the entry. 

Each entry must be in writing on the prescribed 
form, which must be signed and declared to. They 
must show the name of the importing vessel or 
carrier, the port or place of departure, and the 
date of arrival; the place, date, and consular num- 
ber of the certified invoices; marks, numbers, and 
number of packages, or quantity and kind of 
merchandise; rates of duty, the separate value at 
each rate, and the total value of the merchandise. 
The merchandise must be enumerated and de- 
scribed, and the values and quantities must be 
given in the entry or in a statement attached 
thereto. 


Pro-Forma Invoice 


If the shipment arrives before shipping docu- 
ments have been received by the importer, entry 
can be made by the production of a pro-forma 
invoice. The pro-forma invoice is made by the 
importer, who states on it the particulars of the 
shipment as known to him. The importer must 
be particularly careful to state the correct value 
of the merchandise if it is dutiable on an ad valorem 
basis. There is a heavy penalty exacted if the 
report of the government appraiser disagrees with 
the stated value of the entry. When entry is 
made with a pro-forma invoice, a bond must be 
executed by the importer that he will produce the 
certified invoice within six months of the date of 
entry. On free goods the bond is to the amount 
of one hundred dollars; on dutiable merchandise, 
to the amount of twice the estimated value. 


Entry Without Bill of Lading 


If entry is made without the bill of lading, a 
bond must be executed to an amount which is 
twice the value of the shipment. In some dis- 
tricts the authorities will not accept a bond, but 


require a certified check for double the value of the 
shipment. 


Appraisement of Imports 


At seaport and interior ports of entry, the 
government has established appraisers to examine 
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import goods for the purpose of determining the 
proper duty that should be assessed. A certain 
portion of every incoming consignment goes into 
the appraisers’ stores, where the containers are 
opened and the merchandise is examined and 
classified for duty purposes. If the merchandise 
is non-dutiable, it is repacked and delivered to the 
importer; but if it is dutiable, its value is fixed and 
the duty assessed, and upon payment thereof, the 
goods are repacked and are released to the im- 
porter. 


Payment of Duties 


The importer deposits with the authorities ‘at 
the time of making a consumption entry (unless 
the merchandise is entered for transportation. or 
under bond) the amount of duty he estimates 
should be paid thereon. Upon receipt of the ap- 
praiser’s report and various reports of landing, 
weight, gauge or measurement, the authorities 
fix and liquidate (i.e., determine) the rate and : 
amount of duties to be paid on such merchandise 
as provided by law, give notice of such liquidation 
(determination) to the importer or his agent, and 
collect any increased or additional duties due, or 
refund any excess of duties deposited, as deter- 
mined on such liquidation. 


Abandonment of Merchandise 


Merchandise may be abandoned by the importer 
within ten days from date of entry, as provided 
under the Tariff Act of 1922, and the importer is 
relieved from the payment of duties on the portion 
so abandoned, provided the value of such mer- 
chandise amounts to or exceeds ten per cent of 
the invoice value of the total importation. Such 
merchandise is taken possession of by the authori- 
ties and sold as unclaimed goods. No part of the 
proceeds of the sale is returned to the importer. 


Methods of Financing 


The methods of financing foreign shipments are 
the same in principle as those used in domestic 
trade. The various methods employed by the 


importer for making payments on imports are as 


follows: 

Open Account: This procedure is the same in 
dealings with foreign merchants as it is in dealings 
between American merchants. Payments are to 
be made at some future time; the terms of pay- 
ment are governed by the provisions of the agree- 
ment between the parties to the transaction. The 
remittance is usually in the form of a banker’s 
draft—a check on a foreign bank—or an ordinary 
commercial draft or bill of exchange. 

Letter of Credit: The importer, if his credit 
or his funds permit, may secure credit from a 
domestic bank by means of a commercial letter of 


credit. The letter of credit is a document signed 


by the local bank, the substance of which is that 
the bank will honor drafts drawn on it up toa 
specified amount, if the drafts are drawn in the 
manner specified in the letter. The details of the 
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credit are then communicated to a foreign bank, 
to be communicated by that bank to the foreign 
exporter. The importer, in return for the issuance 
by the bank of the letter of credit, signs a form of 
note or other obligation to the bank issuing the 
credit. 

In due course, the exporter prepares his goods 
for shipment and delivers them to a steamship 
- company in exchange for a set of bills of lading. 
These bills of lading, together with the consular 
invoice, the commercial invoice, insurance policies, 
and other documents if required by the letter of 
credit, are then attached to a draft on the bank 
which issued the letter of credit and are presented to 
the exporter’s local bank. The latter, after ex- 
amining the documents, pays to the exporter the 
proceeds of the draft. 

The exporter’s bank then forwards the draft 
and the attached documents to its correspondent 
bank in this country. Sometimes this corres- 
pondent bank is the bank that issued the letter 
of credit, and sometimes it is not. In any event, 
the draft is ultimately presented to the issuing 
bank, which examines the documents to see that 
they correspond to the requirements of the letter 
of credit in every particular and accepts the draft. 
The bank then advises the importer of the receipt 
of the documents, and of the date of maturity 
of the accepted draft. 

When the steamer carrying the merchandise 
arrives, the importer applies to his bank for the 
bills of lading (without which he can not obtain the 
merchandise from the steamship company), and 
obtains them after liquidating his indebtedness to 
the bank. Out of this payment the bank may in 
turn liquidate at maturity the draft that it had 
accepted. 

In other cases, the importer does not, at the 
time the goods are received, liquidate his liability 
to the bank, but instead gives the bank a trust 
receipt. This document specifies that the mer- 
chandise has been duly received by him; that he 
holds it in trust for the bank; and that, in the 
event that he sells it, the proceeds from its sale 
will be applied by him towards paying off his 
obligation to the bank. 

This trust receipt also contains reservations to 
the effect that the merchandise in question is to be 
kept by the importer separate from other merchan- 
dise and that the proceeds from its sale will be 
kept distinct from the importer’s assets and will 
be delivered to the bank on the day they are 
received. 


Letter of Credit Issued in a 
Foreign Country 


The issuing of a letter of credit in a foreign 
country is also a medium for financing importation 
of goods. In practice this foreign country is 
usually England, and the monetary unit in which 
the letter of credit is stated is sterling. 

After the negotiations between the importer and 
the foreign seller in regard to price, date of ship- 
ment, and the like, have been concluded, the im- 
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porter makes application to his bank for a letter of 
credit issued in a foreign country and based on these 
negotiations. The importer’s banker issues a letter 
of credit, addressed to a bank in the foreign country 
and notifying it to honor the exporter’s draft. 
This document is mailed or its substance is cabled 
to the foreign exporter. At the same time the 
banker in the foreign country is requested to 
notify the exporter that his draft will be honored. 
At the same time, as in the previous instance, 
the importer signs a note or other obligation in 
favor of his bank for the amount stated in the 
letter of credit. 

The exporter prepares his merchandise for ship- 
ment, and presents a draft drawn upon the bank 
named in the letter of credit, together with the 
documents, to his bank for discount. The original 
bill of lading is sent forward by the exporter’s 
bank to the importer’s -bank, by which it can be 
turned over to the importer in accordance with the 
arrangements made between them. The ex- 
porter’s bank sends the draft with a duplicate 
bill of lading-to the bank on which the draft is 
drawn. The duplicate copy of the bill of lading 
is only for record and serves as evidence that the 
shipment was made. 

The draft is accepted by the bank on which it is 
drawn, and it becomes an unconditional promise 
of that bank to pay upon maturity. About two 
weeks before maturity, the importer’s bank remits 
the amount of the draft to the bank in the foreign 
country on which the draft was drawn. This 
remittance is in the currency of the country in 
which the bank on which the draft was drawn is 
located. It arrives at its destination by the time 
the draft falls due, and the bank which accepted 
the draft is thus in position to pay the draft without 
drawing upon its own funds. 


Foreign Exchange 


The importer should, in addition to his ac- 
quaintance with the problems incident to the entry 
of merchandise and its financing, be familiar with 
the rudiments of foreign exchange. The term 
“foreign exchange” refers in general to the con- 
version of currency of one country into the cur- 
rency of another country. With the exception of 
certain Asiatic countries in which silver is a circu- 
lating medium, the currencies of all the nations of 
the world are based on a gold standard. The 
amount of gold in their coins is fixed by law, and 
this standard gives a measure by which we can 
compare different monetary units. 

An understanding of foreign exchange involves a 


‘knowledge of the meaning of the term “par of ex- 


change.” The par of exchange expresses the gold 
equivalents of the various currencies. For ex- 
ample, the amount of gold in a dollar is theoreti- 
cally 23.22 grains of fine gold; in a pound sterling 
it is 113.001 grains; in French, Belgian, and 
Swiss francs it is 4.4803 grains; in a lire it is 4.4803 
grains; in a guilder it is 9.3344 grains; and in the 
German (gold) mark it is 5.531 grains. Dividing 
(Continued on page 191) 


Page 182 


LPACE STUDEwT 


November 


Purchase Procedure in Modern Organization 


The Concluding Instalment of a Review from the Viewpoint of the Company Auditor 


Miscellaneous Purchases of Supplies 
and Services 


In this group are included purchases 
of supplies and materials not carried in 
stores, and equipment and _ services. 
Requisitions for these originate in the 
executive departments and, for that 
reason, require slightly different hand- 
ling. As in the case of purchases origi- 
nating in the storeroom, such purchases 
should be made only in accordance with 
a standard procedure, for here petty 
graft and other improper practices are 
carried on unless properly guarded 
against. 


1. Requisition for purchase.—As 
all expenditures, outside of pay-roll, rent, 
telephone, water, gas, electricity, taxes, 
and other similar expenditures, for which 
an order can not be issued, should be 
made on the basis of purchase orders 
only, it is necessary to originate such 
purchases through the use of a requisi- 
tion for purchase. This form should be 
printed on a different colored paper from 
the one coming from the storeroom. 


This requisition should be made out 
in duplicate, signed by the person re- 
questing the expenditure, and approved 
by the head of the department for which 
the expenditure is made. The original 
is to be forwarded to the purchasing 
department, where it should receive the 
proper approval before a purchase order 
is issued. The duplicate is to be re- 
tained in the department for its record 


2. Standard estimates.—Wherever 
possible, the procedure before indicated 
in respect to obtaining estimates should 
be followed. However, in the case of 
minor office supplies that are regularly 
purchased from local stationers and 
minor repairs, this procedure may be 
dispensed with. The chief accountant 
may test the prices charged for the 
stationery by sending occasionally a 
messenger to stationers to obtain esti- 
mates on some of the articles purchased. 


3. Contracts.—Expenditures for 
rent, gas, water, electricity, telephone, 
and, in some instances, window washing 
and porters’ work are covered by con- 
tracts or agreements, copies of which 
should be furnished to the accounting 
department. 


For audit purposes, the telephone 
operator should keep a record of calls 
made outside of the local area, together 
with the names of the persons making the 
calls. From this record it is possible 
to determine the cost of personal calls 
made by the employees, and such 
personal calls should be charged to the 
employees making them. This pro- 
cedure would reduce to a minimum the 
practice of employees making personal 
calls. 


By Richard J. Pozdena, C. P. A. 


(Continued from the October Issue) 


Readings of water, gas, and electricity 
meters should be made at the time 
when the service company’s men take 
the readings and should be reported to 
the accounting department. 


4. Purchase order.—Four copies of 
the purchase order should be prepared 
This, too, should be printed on a different 
colored paper and of a different size from 
the other purchase order. The original 
shoild be forwarded to the vendor. 
The duplicate, with the requisition for 
purchase and the estimates, if any, 
attached, should be sent to the account- 
ing department. The third copy should 
be sent to the department for which the 
purchase is being made; and the fourth 
copy, if the delivery is to be made by 
freight, express, or truck, to the receiv- 
ing department, or, if to be delivered by 
mail, to the mailing department. 


5. Receiving records.—Receiving 
records, in duplicate, should be prepared 
covering the receipt of the commodities 
in the two departments. Both copies 
should be signed by the heads of the 
respective receiving departments, and, 
when deliveries are made to the depart- 
ments ordering them, a receipt, in dupli- 
cate, should be obtained from the heads 
of the departments. 


The original copy should be first 
routed to the stores ledger clerks, where 
the numbers should be checked off on 
their receiving records, and should then 
be transmitted to the accounting de- 
partment. Here a similar checking 
should be made of the numbers. 


6. Freight and postage.—As such 
purchases do not require cost pricing, 
the amounts of freight and express 
charges and postage are not noted on 
the bills. However, a report of such 
payments should be made to the ac- 
counting department for proper dis- 
tribution of the charges to the various 
account classifications. 


7. Vendors’ bills.—All bills received 
by mail should be routed directly to 
the accounting department. Bills re- 
ceived by messengers who make local 
purchases, and who bring the pur- 
chases direct to the departments where 
they are to be used, should he checked 
by the head of the department and 
their receipt acknowledged by him. 
The bill should then be transmitted to 
the accounting department. 


Bills for repairs should be approved 
by the head of the department in which 
the repairs have been made. 


In the accounting department the 
regular audit procedure with respect to 
impressing the audit stamp, verifying 
the mathematical accuracy of the bills, 
checking against purchase orders or 
contracts, matching with receiving rec- 
ords (or examining acknowledgement of 


receipt), noting the account classifica- 
tion, approving for vouchering, filing 
for payment purposes, registering, and 
indexing are carried out. 


Return Purchases 


Purchases, which are subsequently 
found unacceptable and are returned 
to the vendors, should be reported to 
the accounting department on a rejec- 
tion slip. This document should state 
the full particulars regarding the com- 
modity and the reasons for rejection. 
It should be signed by the person 
authorizing the rejection. 

If the commodities are to be shipped 
back to the vendor, a shipping order 
should be issued, which, when shipment 
is made, should be attached to the re- 
jection slip and forwarded to the ac- 
counting department. 

The voucher covering the rejected 
commodities, if not paid, should be can- 
celled and the accounting records ad- 
justed accordingly by reverse entries. 
If the voucher has been paid, the 
commodities should be invoiced back to 
the vendor. 

When a delivery is rejected before the 
bill has been completely audited and 
vouchered, the bill, with the rejection 
slip attached, should be held in the 
accounting department until it is ordered 
cancelled or until an adjustment is made. 

The auditor should occasionally ex- 
amine the shipping records to determine 
that no purchases have been returned 
without being reported to the ac- 
counting department. 


Shortages and Damaged Goods : 


Frequently shipments are received 
short of part of the shipment or with 
part of the commodities damaged in 
transportation. In most cases, the 
railroads or express companies are 
chargeable, and it is necessary to note 
such damages and shortages on the 
receiving records. This forms a basis 
for filing claims against the transporta- 
tion companies, or if delivered by ven- 
dor’s truck, against the vendor. 

Great care should be exercised in 
recording such charges and in their 
final adjustment. The auditor should 
also frequently examine this record to 
discover whether or not there is stealing 
going on in the receiving or storing 
departments, and he should also ex- 
amine the reports of shortages which 
may be made to cover such stealings. 


At Closing 


The greatest danger in recording 
purchases transactions, however, comes 
at the time of closing the books. The 
foregoing procedures are of a routine 
nature, but certain conditions arise, 
which, if not guarded against, would 
tend to distort the final outcome as 
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recorded in the financial records and as 
reflected in the statements. The two 
principal elements are: 


1. Purchases paid in advance. 
2. Commodities received and not 
vouchered. 


1. Purchases paid in advance.—In 
concerns where all bills are paid on cash 
discount dates, and in instances where 
purchases must be paid. in advance, 
extreme care should be exercised in ac- 
counting for such advance payments. 
The amounts thus paid can not be 
charged to the commodity accounts 
classifications, but should be charged to 
some distinctive classification, such as 
Purchases Paid In Advance, in which 
they should be carried until the com- 
modities are received, when they should 
be journalized to the appropriate ac- 
count classification. 

The most satisfactory method of 
accounting control for such transactions 
would be to maintain a purchases paid 
in advance ledger, in which an account 
is maintained with each vendor to whom 
such payments have been made. The 
general ledger account Purchases Paid 
In Advance should control this ledger. 

Bills of this class are paid before they 
can be matched against the receiving 
records; therefore they can not be com- 
pletely audited. After they have been 
paid, they should be delivered to the 
purchases paid in advance ledger clerk, 
who should post them to the respective 
vendors’ accounts. The total amount 
posted to this ledger should agree with 
the total amount recorded in the 
voucher register as a charge to that 
account classification. The vouchers 
should then be returned to the audit 
section to receive further attention. 

Subsequently, when the receiving 
records are received and the audit com- 
pleted, the vouchers should be forwarded 
again to the ledger clerk, who should 
record them in his journal, charging the 
respective account classification and 
crediting the Purchases Paid in Advance 
classification. From this journal post- 
ings are made to the credit of the 
respective vendor accounts. 

On the closing date, the open items in 
the ledger should be checked against 
the unaudited bills on file in the audit 
section and the total proved against the 
balance in the controlling account in the 
general ledger. 

On the balance sheet, the amount 


outstanding should be carried among 


the assets as a prepaid item. 


ae 

2. Commodities received and not 
vouchered.—In order that liabilities 
may be set up for all purchased com- 
modities received during the accounting 
period, it is necessary to examine the 
unmatched receiving records and to 
collect all bills on which receiving records 
are not necessary. The dates on the 
receiving records, and the dates of 
receipt or of services rendered on the 
miscellaneous purchases bills, govern the 
period in which the charges are to be 
made. 


The following steps are important: 

(a) The record of receiving record 
numbers should be examined to make 
sure that all receiving records issued 
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during the period have been received in 
the accounting department. 

(b) All unmatched receiving records 
bearing the dates within the period 
closed should be segregated and matched 
against purchase orders, in order to 
obtain the cost of the commodities 
received. 

(c) All bills under dispute which 
had been matched with receiving records, 
but which have not been vouchered, 
should be collected. 

(d) Search should be made in the 
executive departments for bills covering 
purchases during the period, for which 
no receiving records would be issued, 
and which have not yet been forwarded 
to the accounting department for audit. 

(e) All vouchers recorded in the 
voucher record from the last day of the 
period to the closing date should be 
examined to make sure that they have 
been properly segregated according to 
the period to which they belong. 

A journal entry should be prepared 
covering the unmatched receiving rec- 
ords, bills in dispute, unvouchered mis- 
cellaneous bills, and vouchers erron- 
eously recorded in the voucher record 
for the next period, charging the appro- 
priate commodity accounts and credit- 
ing Accounts Payable. This entry must 
be reversed at the beginning of the next 
accounting period, in order to prevent 
duplication of charges to the expense 
classifications, and to clear the accounts 
payable account. 


General Remarks 


The procedure outlined applies to 
concerns using the voucher system of 
recording and paying their liabilities. 
In case the voucher system is not used 
the procedure must be adjusted to 
conform with the system in use. 

The so-called ‘internal check’’ is 
provided in the above procedure, in so 
far as it calls for the performance of each 
separate transaction by a different per- 
son. This is desirable in large organiza- 
tions and is essential to reduce to a 
minimum the possibility of collusion. 

In smaller organizations, in whichit 
is necessary to assign several operations 
to one employee, the operations should 
be so distributed that no one employee 
would be in charge of all the steps, 
either in the purchasing and storing 
operations, or in the auditing operations. 
Occasionally, and without notice, re- 
assignments are advisable. At all times, 
however, it is desirable that as many 
employees as possible be engaged in 
carrying on the work. 

It is not sufficient merely to carry on 
the audit by routing the documents to 
the accounting department. The audi- 
tor should periodically, at uneven 
periods, go himself or send a trusted 
assistant to check up on the work in the 
storeroom, the receiving department, 
the purchasing department, the cashier’s 
office, and the traffic department (if 
organized). 

All supplies of documents which are 
numbered serially, such as receiving 
records, purchase orders, vouchers, re- 
jection slips, and shipping orders, should 
be under the control of the auditor, and 
should be issued by him as needed only 
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to persons authorized to issue them. 
An accurate record should be kept of the 
dccuments thus issued. 

Inventories should receive consider- 
able attention from the auditor. They 
should be checked as to mathematical 
accuracy, tested against stores ledger 
records, and investigated as to larger 
quantities. The larger items should be 
compared with the same items on the 
previous inventory, and if unusually 
high, should be investigated to discover 
collusion, if any, between purchasing 
department and vendors. This will also 
disclose inefficient buying. 

A good check on the quality and 
quantity of commodities purchased 
may be obtained by employing an 
inspector, who should examine all 
commodities received and note his appro- 
val on the receiving records. He should 
be under the jurisdiction of either the 
auditor or some officer of the company. 


(The end) 


Boston Student 
Ford Dealer 


ONTEMPORANEOUSLY with 
the production of their “ten 
millionth’ the Ford Motor Com- 

pany performed another important act 
when they signed a contract with the 
Mathews Motor Company of Water- 
town, Mass., making this corporation 
sole representative for Ford cars and 
accessories in the Boston suburb. 

The treasurer and general manager of 
the Mathews Company is J.M. Mathews, 
of Boston Pace Institute. The Water- 
town Tribune-Enterprise comment- 
ing on the selection of the Mathews 
Company by the Ford Company, said: 

“The treasurer and general manager 
of the new agency is J. M. Mathews, a 
clean-cut young man of unquestionable 
integrity and ability, and the Ford 
owners of this town are particularly 
fortunate in having such a man to direct 
the efforts of the organization that 
serves them.” 

The Watertown agency is considered 
the fourth largest Ford agency in Greater 
Boston. 


Motion Picture 
Accounting Articles 


HERE has appeared recently in 

current issues of the Certified 

Public Accountant a series of 
articles on ‘‘Motion Picture Routine and 
Accounting,” by R. J. Watterston, 
C.P.A., a well known practicing account- 
ant of New York City. Mr. Watter- 
ston was a student of the Pace Course 
fifteen years ago or more. 

The discussion of the routine and 
accounting procedure as applied to mo- 
tion picture production, distribution, 
and exhibition, is set forth in a particu- 
larly clear and informative style, which 
makes the articles of interest to the lay- 
man as well as to the accountant. 

Each article evidences thorough prep- 
aration, which has resulted in a practical 
exposition of the principles of accounting 
as applied to this important industry. 


Accountants Attending Annual Meeting of American 


| James F. Welch, C.P.A. Speaks at 
| Pace Institute, Newark 


AMES F. WELCH, C.P.A., a mem- 
ber of the Accountancy firm of 
Welch & Hastings, of Newark and 

Paterson, addressed a large group of 
students and persons interested in ac- 
countancy, at Pace Institute, Newark, 
on Wednesday evening, October 15. 

Mr. Welch, who is president of the New 
Jersey State Society of Certified Public 
Accountants and president of the State 
Board of C.P.A. Examiners in New Jer- 
sey, took for his subject, ““The Work of 
the Public Accountant.”’ 

He discussed the development of ac- 
countancy from the early days of com- 
merce to the present time of advanced 
methods and of governmental recogni- 
tion of accountancy by the granting of 
the C.P.A. certificate. Mr. Welch dis- 
cussed at length accounting methods as 
applied to various types of business 
organizations, illustrating many points 
with interesting examples. 

Mr. Welch’s address was both techni- 
cal and inspirational—a message of real 
encouragement to his auditors. 

“There are employment opportunities 
in the field of accountancy for young men 
and young women who are willing to 
secure the necessary training through 
study and experience,’”’ said Mr. Welch, 
“opportunities equal or superior to 
those existing in other professional 
walks of life. 

“What are the opportunities for 
young men in the field of public ac- 
countancy? Of course, I am confining 
my answer to opportunities for young 
men emp'oyed by certified public ac- 
countants. I may tell you that the 
opportunity depends largely upon the 
individual. Far too many so-called 


“accountants” are now in the field. Far 
too few young men really fitted by nature 
and training are in the field seeking 
positions. Young men, however, who 
enter this school, and who faithfully do 
the work assigned them and receive the 
graduation certificate, need not worry 
about opportunities for making good. 

“If you have something to sell worth 
while in the line of gray matter and 
proper accountancy equipment, then I 
say you will easily find a market for your 
goods. But, if what you have to sell is 
the miserable, scrappy work that is 
being done by far too many young men 
who today aspire to be accountants, by 
men who are either too lazy to put forth 
the proper mental effort necessary to 
ground themselves well in the funda- 
mentals of accountancy, or by young 
men who are too indifferent to their own 
prospects to go to work in earnest and 
gain a real grasp of what accountancy is 
and what it means—then, you had better 
look elsewhere. 

“I have spoken to you briefly about 
the early history of commercial relations 
between peoples. Races and nations 
very early sought to establish trade re- 
lations with their neighbors and distant 
peoples. We find nothing in early 
recorded history about the individual 
merchant; we find only what some city, 
race, or nation had done to establish 
business relations with some other city, 
race, or nation for the mutual benefit of 
both. Now, however, we measure busi- 
ness success largely in the terms of 
individuals or corporations. Conse- 
quently, I unhesitatingly tell you that 
a firm mental grasp of the fundamental 
principles of accountancy is the real 
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qualification which fits young men for 
the larger opportunities in accountancy. 

“I know that every young man who 
has thoroughly and conscientiously com- 
pleted the six semesters of the Pace 
Course has a place waiting for him in 
some certified public accountant’s office. 

“‘What are the opportunities for the 
qualified young accountant? Every 
business concern in this country must 
have accountants. Perhaps not more 
than ten per cent. of those concerns 
employ really good accountants. The 
books of the other ninety per cent. are 
indifferently kept, because there has not © 
been available sufficient good account- 
ants to meet the needs of the business 
world. Let us travel in imagination 
into the accountant’s office of a large 
public school system. Here we find 
that the accountant’s system must con- 
form to some definite plan laid out for 


him by the State Board of Education. 


Here, we are also very likely to find that 
because someone with greater political 
influence than accountancy ability has 
the job of keeping those records. Need 
we wonder if we discover that the 
records have been garbled and that 
there is no direct conclusion obtainable 
from them, by means of which the 
Board of Education could efficiently 
administer the affairs of the school 
system? Comparatively few records of 
school systems today tell their story in 
a comprehensive and business-like man- 
ner. What a broad field of opportunity 
for the young accountant in the business 
offices of our national school systems! 
Again, in the keeping of the records of 
manufacturing plants, of every mercan- 
tile house, and of every bank, there is 
abundant need for the services of the 
trained accountant. Strange as it may 
seem, there is room for improvement 
in the bookkeeping records of banks 
today. Many recent articles by well- 
estabilshed accountants have stressed 


the need of reform in the bookkeeping 
systems of banks. My own experience 
led me long ago to a similar conclusion. 
Let me illustrate what I mean concretely 
by the banking house. Such houses 
issue statements of value which very 
often appear upon the books at the 
lowest possible estimation. This con- 
dition creates a misstatement of facts 
and presents a wonderful field for the 
accountant in which to tell the whole 
truth. 

‘The young accountant is also much 
needed in manufacturing establishments. 
In some of the older lines, such as shoe 
manufacturing, cotton manufacturing, 
and wool manufacturing, splendid sys- 
tems of accounting have been developed 
because the business demanded accurate 
accounting. But it is in the small and 
medium-sized growing concerns where 
the young accountant may find ample 
opportunity to gain a standing in his 
chosen profession. 

“There are two ways in which the 
young accountant may rise to position 
and power; first, he may become the 
private bookkeeper and accountant who 
_attends to the needs of one concern; or, 
second, he may set himself up as a 
public accountant overseeing the records 
of many concerns. From the standpoint 
of present compensation and future 
opportunities, the work in the public 
field offers the greatest returns, due, of 
course, to the wider experience demanded 
from the certified public accountant. 
When one considers that the State Board 
of Accountancy requires that all 
applicants for the C.P.A. degree must 
have served three years in the office of 
an accountant acceptable to that body, 
or must have four years’ experience in 
the accountancy business for himself, 
one can readily understand why the 
C.P.A.’s returns would far surpass 
those of the ordinary accountant. 

“The list of opportunities for the 


tute of Accountants, held in St. Louis, September, 1924. 


young accountant to make good corres- 
ponds with a list of every business 
establishment that attempts to keep 
its books in proper shape. But there is 
one underlying principal of the Law, the 
adherence to which will make, and the 
violation of which will unmake, oppor- 
tunities for the young accountant, and 
that is the command, ‘Thou shalt not 
bear false witness.’ If there is any one 
thing that will bring success to the ac- 
countant, it is the rigid adherence to 
that command. If there is one thing 
that will spoil the reputation of a young 
accountant, it is disregard for that com- 
mand. Time and again in my experi- 


’ ence men who have attempted to get me 


to misrepresent and misstate facts and 
have broken with me because I refused 
to do so, have returned their business 
to me and confessed that they lost 
money by following the wrong course. 
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Any accountant who sticks to facts, 
who eliminates misstatements, and who 
shuns misrepresentation of any kind, is 
bound to succeed, either in an individual 
job or in practicing as a certified public 
accountant.”’ 


Business Women 
Plan Clubhouse 


HE American Business Womans’ 

Association has launched a cam- 

paign to raise four million dollars 
for the building of a large clubhouse for 
business women. 

A recent report, rendered sometime 
ago, shows a total of one hundred thou- 
sand dollars already raised toward 
financing the project. A major portion 
of this sum is in cash and the remainder 
in short time pledges. 


tute, Washington, will 


reception and dance. 


Graduation Exercises 


The annual graduation exercises of Pace Insti- 
tute, New York, will be held this year .at the 
Machinery Club, Hudson Terminal Building, 50 
Church Street, New York, on November 15, at 
8 P.M. An informal reception and dance will 
follow the graduation exercises. 


The annual graduation exercises of Pace Insti- 
December 6, at 9 P.M., at the New Ebbitt Hotel, 


Washington, D. C., and, as at New York, gradua- 
tion exercises will be followed by an informal 


be held on Saturday, 
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ACE graduates and former stu- 
P dents may be found everywhere 
engaged in carrying the responsi- 
bilities of executive positions or in the 
public practice of accountancy. In the 
Far West, in San Francisco, W. S. 
Alexander, a graduate of the San Fran- 
cisco Institute of Accountancy, holds 
the position of auditor for the California 
Pacific Title Insurance Company. In 
this position he not only receives satis- 
factory financial rewards, but renders an 
important service to the great business 
community of which he is a part. 

Although a native of Wisconsin, Mr. 
Alexander calls himself a son of the 
Golden West. His parents located in 
California when he was very young. Mr. 
Alexander attended college for a short 
time, but before completion of his course 
he decided to enter business. His 
educational training, however, continued 
under the able tutelage of his father, who 
was a Princeton man and a professional 
teacher. 

Mr. Alexander’s first business engage- 
ment was in the general auditor’s depart- 
ment of the Southern Pacific Company. 
He remained with this organization for 
eighteen years and eventually became 
head bookkeeper in the general auditor’s 
department. Later he served as auditor 
for the Western Pacific Company and as 
auditor and cashier in the Pacific Coast 
department of the United States Fi- 
delity and Guaranty Company. 

In his own words, Mr. Alexander has 
aptly expressed his reason for entering 
upon the study of accountancy. 

“One day I noticed in a local paper an 
advertisement of a large furniture and 
supply house which called for the serv- 
ices of an experienced auditor and office 
manager to take charge of their inside 
affairs and financing. The advertise- 
ment set forth briefly the qualifications 
necessary to fill the position, showing 
clearly that it was a man’s job and offer- 
ing a measurable salary, but stating that 
the remuneration was not so important 
to them as was the securing of the right 
man. I took stock of my ability and 
attainments and candidly decided in my 
own mind that I was not well enough 
equipped to make application for a posi- 
tion of such responsibilities. I resigned 
my position with the United States 
Fidelity and Guaranty Company, en- 
tered the field of insurance brokerage, 
and enrolled in the San Francisco In- 
stitute of Accountancy.’’ 

Upon completion of the course, Mr. 
Alexander was undecided as to the par- 
ticular field of accountancy in which he 
wished to engage. He considered public 
practice and also service with the govern- 
ment as federal tax auditor. He had de- 
cided upon the government service when 
he was offered the position of chief 
accountant for the California Pacific 
Title Company. He soon became audi- 


| W. S. Alexander 


Auditor of California Pacific Title Insurance 
Company 


A Graduate of San Francisco Institute of Accountancy 


tor for this company, which position he 
has held for the past three years. 

This brief chronicle of Mr. Alexander’s 
life contains much that may be useful to 
the young man who is seeking success. 
The advertisement in the newspaper—a 
small incident to be sure—was vital be- 
cause it turned him toward self-develop- 
ment and attainment of proper mental 
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equipment. Some men attain success 
by constant plodding with no definite 
point in their career that transferred 
them from the rank of the routine worker 
to that of the specialist. Others—and 
the majority, perhaps—can point out 
the particular incident that resulted ‘in 
starting them toward the higher level, 
to eventual success. Mr. Alexander 
belongs to the latter class. 

A biographical sketch is only worth 
while when it stimulates its readers to 
better living, to more productive service. 
There is much in this sketch to stimu- 
late the young man or woman who reads 
it to greater effort and a fuller life. 


A lecture, “The Analysis of 
Financial Statements,’’ by 
Charles B. Couchman, will be 
given in the lecture room of Pace 
Institute on Wednesday, November 
12, at 6:3080-M. 

This technical lecture, which will 
be of great interest and value to 
business men and students, will 

be open to the public. 


November 


Fifth International 
Cost Conference 


HE Fifth International Cost Con- 

ference under the auspices of the. 

National Association of Cost Ac- 
countants was held in the Municipal 
Auditorium, Springfield, Massachusetts, 
on September 22, 23, 24, and 25. 
Many accountants engaged in public 
practice and accountants and executives 
of manufacturing organizations were in 
attendance. 


The first day of the conference period 
was devoted to registration, visits to 
various Springfield manufacturing plants, 
a Mohawk Trail trip, and a golf tourna- 
ment. In the evening of the first day 
the president’s reception was held at 
Hotel Kimball. ‘ 


Colonel B. A. Franklin, vice-president 
of the Strathmore Paper Company, 
opened the second day of the session, 
which marked the opening of the cost 
conference proper, and many interesting. 
cost accounting discussions followed on 
the succeeding days of the conference. 
Important technical sessions were held 
during the conference period for dis- 
cussion of the following cost accounting 
problems: ‘‘Some Practical Applications. 
of Budget Methods,” organized by 
William S. Kemp, of the Holtzer-Cabot 
Electric Company, Boston; ‘‘Some De- 
ficiencies of Cost Accounting and their 
Cures,” organized by C. R. Stevenson, 
of the Stevenson Corporation, New 
York; “Organizing a Business for Cost 
Reduction,” organized by John H. Van 
Deventer, editor of Industrial Man- 
agement; ‘‘The Proper Treatment of 
Variations from Standard Costs,” or- 
ganized by Frank L. Sweetser, of the 
Dutchess Manufacturing Company, 
Poughkeepsie; ‘‘“Some Debatable Points 
in Cost Accounting Theory,”’ organized 
by C. H. Scovell, of Scovell, Wellington 
Company, Boston; and “Selling and 
Administrative Costs—Their Definition, 
Analysis, and Distribution,” organized 
by W. G. Cutter, controller, the U. S. 
Rubber Company, New York. Each 
topic was ably led, and the members 
entered enthusiastically into the dis- 
cussions; and many important and 
valuable points on cost accounting 
theory were clearly explained. 


The annual banquet of the association 
was held on the last day of the con- 
ference, and general good fellowship and 
an abundance of excellent after-dinner 
speaking characterized this enjoyable 
part of the conference program. The 
conference was very successful from 
every viewpoint, with an abundance of 
valuable information accruing from the 
technical discussions and a feeling of 
good fellowship being evidenced through- 
out the conference period. 


MISS BERTHA M. WAGNER, a stu- 
dent of the Pace course in Central City 
Institute of Accountancy, Syracuse, 
N. Y., has accepted a position in the 


Watertown offices of Howard F. Farring- 


ton and Company, Certified Public 


Accountants. 
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C. P. A. Requirements in New York and New Jersey 


terested in the professional prac- 
tice of accountancy and in the 
securing of the C.P.A. certificate often 
request information with respect to the 
qualifications and requirements of the 
various states. | 
In order to present such information, 
which is of general interest, there follows 
a reprint of the salient points of laws 
governing certified public accountant 
examinations in New York and New 
Jersey. 


SS reratelit and other persons in- 


NEW YORK 
General business law, Laws of 
1909, chapter 25; chapter 20 of the 
Consolidated Laws, became a law 
February 17, 1909 
Article 8, Public Accountants 
[As amended to the close of 
legislation 1924| 


§ 80 Certified public accountants. 


Any citizen of the United States, or 
person who has duly declared his inten- 
tion of becoming such citizen, residing 
or having a place for the regular trans- 
action of business in the state, being over 
the age of twenty-one years and of good 
moral character, and who shall have 
received from the regents of the uni- 
versity a certificate of his qualifications 
to practice as a public expert accountant 
as hereinafter provided, shall be styled 
and known as a certified public ac- 
countant; and no other person shall 
assume such title, or use the abbrevia- 
tion C. P. A. or any other words, letters, 
or figures, to indicate that the person 
using the same is such certified public 
accountant. Any citizen of the United 
States who has practiced three years as 
a certified public accountant in another 
state, under a license or a certificate of 
his qualifications to so practice, issued 
by the proper authorities of such state, 
may, upon payment of the regular fee, 
in the discretion of the regents of the 
university, receive a certificate to prac- 
tice as a certified public accountant 
without an examination. But he must 
possess the qualifications required by the 
rules of the regents of the university and 
must furnish satisfactory evidence of 
character and qualifications. [As 
amended by L. 1913, ch. 443. Source 
L. 1896, ch. 312] 

§ 81 The Regents to make rules. 
The regents of the university shall make 
rules for the examination of persons ap- 
plying for certificates under this article, 
and may appoint a board of three exam- 
iners for the purpose, which board shall 
be composed of certified public ac- 
countants. The regents shall charge for 
examination and certificate such fee as 
may be necessary to meet the actual 
expense of such examinations, and they 
shall report, annually, their receipts and 
expenses under the provisions of this 
article to the state comptroller, and pay 
the balance of receipts over expenditures 
to the state treasurer. The regents may 


revoke any such certificate for sufficient 
cause after written notice to the holder 
thereof and a hearing thereon. [Source 
LeislOrch. 312| 

§ 82 Misdemeanor. Any violation 
of this article shall be a misdemeanor. 
[Source L. 1896, ch. 312] 


The Issuance of the Certified Public 
Accountant Certificate 


The certificate as a certified public 
accountant may be issued to a candidate 
who is a citizen of the United States or 
has duly declared his intention of 
becoming such citizen and who 

(a) Pays a fee of $25. 

(b) Submits evidence that he is more 
than 21 years of age and of good moral 
character, and that he resides in or hasa 
place for the regular transaction of 
business in the State of New York. 

(c) Meets the preliminary and profes- 
sional requirements and passes the 
examination. 

A citizen of the United States, residing 
in or having a place for the regular trans- 
action of business in this State, who has 
personally practised for three years as a 
certified public accountant in another 
state under a license or certificate earned 
by passing the regular written certified 
public accountant examination in that 
state, may, upon evidence that such 
written examination of the other state 
was of not lower standard than that 
required of applicants in this State and 
upon recommendation of the Board of 
Certified Public Accountant Examiners, 
receive from the Board of Regents a 
certificate as a certified public account- 
ant without examination, provided the 
applicant has the academic education 
specified in section 426 of the Regents 
rules. The fee for the indorsement of 
the certificate shall be $25, the same as 
that for the issuance of a certificate in 
this State. 

Preliminary requirements. The 
academic requirement for admission to 
the certified public accountant examina- 
tion may be met in any one of the fol- 
lowing ways: 

1. By presenting evidence, upon forms 
furnished by the Department, of the suc- 
cessful completion of four years’ work in 
an approved secondary school. 

2. By earning an academic or college 
entrance diploma upon Regents ex- 
aminations in the schools. 

3. By presenting evidence of the suc- 
cessful completion of one full year’s 
work in an approved college or uni- 
versity. 

4. By presenting evidence of the suc- 
cessful completion of work in another 
state or in a foreign country equivalent 
to the completion of a four-year course 
in an approved New York State second- 
ary school. 

5. By presenting from a professional 
school evidence of the completion of 
work recognized as the equivalent of one 
or more years of work in an approved 
secondary school together with sufficient 


additional credits to make the full 
equivalent of a four-year course in an 
approved secondary school. Under this 
head allowance is made for study com- 
pleted in registered schools of theology, 
law, medicine, dentistry, pharmacy and 
veterinary medicine. 

6. By earning within six successive 
years 72 academic counts in Regents 
examinations, with a rating of at least 
75 per cent in each subject, as follows: 
(a) required, 56 counts: English three 
years, 12 counts; English fourth year, 4 
counts; any second year foreign lan- 
guage, 10 counts; elementary algebra, 5 
counts; plane geometry, 5 counts; two of 
the three sciences, physics, chemistry, 
biology, 10 counts; American history, 5 
counts; modern history 1, or modern 
history 2 or social science (civics and 
economics) 5 counts. 

(b) Electives, 16 counts: an additional 
second year of a foreign language, viz., 
Latin second year, Greek second year, 
French second year, German second 
year, Spanish second year or Italian 
second year, 10 counts; physics, 5 counts; 
chemistry, 5 counts; biology, 5 counts; 
physical geography, 5 counts; inter- 
mediate algebra, 2 counts; advanced 
algebra, 3 counts; solid geometry, 2 
counts; plane trigonometry, 2 counts; 
modern history 1, 5 counts; modern 
history 2, 5 counts; civics, 214 counts; 
economics, 24 counts; commercial arith- 
metic, 5 counts; bookkeeping 1, 5 counts; 
bookkeeping 2, 5 counts; shorthand, 
100-word test, 10 counts; drawing, 6 
counts. The President of the University 
may, under extraordinary circumstances, 
waive the time limit. 

7. By passing Regents examinations 
to supplement one or more successful 
years of work in an approved secondary 
school. Eighteen counts are allotted 
for each year of such work. All candi- 
dates who present evidence of the par- 
tial completion of a secondary school 
course will be advised in what subjects 
it will be necessary for them to pass 
examinations to complete the require- 


‘ments for the certified public account- 


ant qualifying certificate. So far as 
practicable the additional examinations 
necessary will be based upon the re- 
quirements for the 72 count certificate 
as indicated in paragraph 6. 

Special examination in English. 
All applicants for admission to the 
examination for a certified public ac- 
countant certificate upon credits from 
foreign countries other than those in 
which English is the language of the 
people, all or any part of which equiva- 
lent certificates are earned or issued in 
said foreign countries, must pass a special 
examination in English, upon which no 
counts are granted. 

Professional requirement. A candi- 
date must present satisfactory evidence 
of five years’ satisfactory experience in 
the practice of accountancy, at least 
three of which must have been com- 
pleted prior to his admission to the 
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written certified public accountant ex- 
amination, and at least two of the 
five years’ experience shall have been 
in the employ of a certified public ac- 
countant in active practice, in no less 
grade than that of a junior accountant 
or the equivalent thereof. All applica- 
tions for admission to an examination 
must be filed with the Professional 
Examinations Bureau of the Depart- 
ment at least 20 days prior to the date 
of the examination’ in order that the 
experience claimed may be verified. 
The examinations. The examina- 
tions are held twice a year, at Albany, 
Buffalo, New York, and Syracuse, in 
five sessions of three hours each, as 


follows: 

1925 1926 1927 
Jan. 26-28 Jan. 25-27 Jan. 24-26 
May 18-20 May 24-26 May 23-25 

1928 1929 1930 
Jan. 23-25 Jan. 28-30 Jan. 27-29 
May 21-23 May 20-22 May 26-28 


NEW JERSEY 


(Amendedand Adopted Sept.12,1910.) 
(Revised Nov. 12, 1919.) - 
(Amendedand Adopted Aug. 19,1922.) 
(Amended andAdoptedApril23,1924.) 


1. The Board shall be known under 
an Act passed by the Legislature of 1904, 
Chapter 230, as the New Jersey State 
Board of Public Accountants. 

2. The Board shall maintain an office 
in the State of New Jersey for the 
transaction of its business; and shall 
hold a meeting annually on the first 
Monday in the month of April and shall 
then elect from among its members a 
President, a Secretary and a Treasurer, 
each for the term of one year or until 
a successor has been duly elected and has 
qualified. 

3. Two members of the Board shall 
constitute a quorum for the transaction 
of all business, except the granting of, or 
recommendation for the granting of, a 
certificate to any person to practice asa 
Certified Public Accountant, which 
shall be only by the unanimous consent 
of the entire Board and expressed by 
ballot. A separate ballot shall be cast 
for each candidate and only after all 
requirements necessary shall have been 
complied with by each applicant. 


4. Applications must be made only - 


on blanks which will be furnished by 
this Board and on written request by 
the applicant. Applications must be 
accompanied by the fee of $25.00 fixed 
by law. In cases of failure to pass 
requirements or examinations, the fee 
will not be returned, and for re-examina- 
tion a new application and an additional 
fee of $25.00 will be required. Pro- 
vided, however, that in the event an 
applicant having met all the require- 
ments of the Board shall pass the 
examination to the satisfaction of the 
Board in respect to three subjects, and 
shall fail to pass the examination on 
the fourth subject, then such applicant 
may, at the discretion of the Board, be 
re-examined on said fourth subject with- 
out payment of further fee. 

5. All applicants for examination shall 
be citizens of the United States, over 


the age of twenty-one years, and bona- ° 
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fide residents of the State of New Jer- 
sey at the time of making their applica- 
tions and shall have resided (or have a 
place for the regular transaction of 
business) in the State at least one year 
prior to the date of application. Appli- 
cants shall present to the Board: 

(a) Satisfactory evidence of good 
moral character; 

(b) A certificate from the New Jersey 
State Department of Public Instruction 
certifying to the fact that they possess 
the necessary preliminary academic 
education; 

(c) At the time of filing application, 
evidence of having had three years’ 
experience in public accounting work in 
the office of a responsible public ac- 
counting concern, acceptable to the 
Board; 

(d) Or evidence of having been 
regularly engaged exclusively in the 
practice of public accounting, with an 
established office, for four years. 

At least one year of these experience 
requirements must immediately precede 
the date of filing application. 

6. There shall be two examinations 
each year, one in May and one in 
November, of those applicants who 
have duly qualified as prescribed in 
these rules. Candidates for examina- 
tion must file their written applications 
on or before April 15 for the May 
examination; or on or before October 
15 for the November examination. 
Examinations shall be held on at least 
two consecutive days from 9 A.M. to 
6 P.M. and shall be conducted in the 
city of Trenton, N. J., unless otherwise 
determined. 

7. All examinations shall be in writing 
and with pen and ink, but this shall not 
be construed to bar further examinations 
of such other nature as the Board may 
deem necessary. 

8. Applicants for examination shall 
each be given a number and for identifi- 
cation this number on/y shall be used on 
all papers. A copy of all the questions, 
for the subject under examination, at 
any session, shall be handed to each 
candidate at the commencenfent of the 
session. All subjects must be completed 
in the time limit allotted by the Board. 

9. Examinations will include ques- 
tions on the following subjects: 

A. Theory of Accounts. 

B. Commercial Law. 

C. Auditing. 

D. Practical Accounting. 

10. Markings of examination papers: 

(a) Maximum 100 points each subject; 

(b) Correct answer 75 points; 

(c) Appearance and expression 25 
points; 

(d) To pass examinations a candidate 
must receive 75 points in each subject; 

(e) Each examiner shall examine and 
mark each subject independently; and 
the candidate’s mark in each subject 
shall be determined by dividing by three 
the aggregate of the Examiners’ mark- 
ings in such subject. 


HARRY IRA WEINER, a graduate of 
Pace Institute, New York, has recently 
passed the C.P.A. examinations in Cali- 
fornia. Mr. Weiner also passed the 
examination of the American Institute of 
Accountants in California. 


November 


National Federation 
of Pace Clubs 


HE National Federation of Pace 

Clubs has begun to organize and 

plan its activities for the coming 
year, after a most successful annual 
meeting and luncheon held last June at 
the Lafayette Hotel, Washington, D. C. 
The newly elected officers of the Federa- 
tion intend to enlarge the scope of its 
activities so as to encourage the forma- 
tion of more clubs in Pace schools that, 
at present, have no such organiza- 
tions. 

In former years, several of the clubs 
now in the Federation did not become 
very active until late in the year, and 
then primarily for the purpose of holding 
a banquet. A club organized at the 
very start of the school year has time to 
make extensive plans with every oppor- 
tunity to carry them out. More and 
better activities can be had, and a large 
and successful banquet is bound to be 
the result without all the work and 
worry that the last minute rush necessi- 
tates. 


The success of the National Federation 
depends on the success and co-operation 
of the individual clubs. The Federation 
cannot undertake to foster and promote 
inter-club activities unless the individual 
member clubs are themselves active. 
In past years, the work of the Federation 
has been hampered. This year, how- 
ever, the National Federation is anxious 
to receive the fullest co-operation pos- 
sible from the member clubs and to 
see aspirit of fraternalism exist among 
all Pace students and graduates. 


The advantages to be gained by being 
a member in a wide-awake, active Pace 
Club do not seem to be realized by a 
great majority of the students. Such 
a membership develops acquaintance- 
ships and friendships and operates as a 
relief from studies. Participation in the 
activities of a Pace Club is a worth- 
while investment of each student’s 
time, and nine times out of ten will 
redound to his benefit. 


Already this year, the Washington 
Club has held two most interesting 
meetings and has mapped out a program 
for the year that will make the club a 
worth-while organization for its mem- 
bers. Several issues of a weekly bulletin 
have already been distributed; a hike 
was held October 12; the Dance Com- 
mittee is making arrangements for a 
dance to be held in the near future; 
bowling will soon get under way, with 
inter-club matches being planned with 
the Baltimore Club as has been the 
custom for the past two years, and 
every indication is for a most successful 
year. Every member is very enthusias- 
tic and all the members are pulling 
together under the direction of their 
very able president, Mr. James Kirk- 
land. As yet, the Federation has not 
been apprised of the program to be 
carried out by the other clubs, but if 
one may judge from the optimism dis- 
played by their respective delegates at 
the last convention, they too will experi- 
ence a very active year. 
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Classification Act Gives Government 
Accountants a New Status 


PPORTUNITIES for men and 
O women in government service 

have been increased by a recent 
classification, act affecting accountants 
and executives in departmental posi- 
tions. Ten grades for accountants have 
been established by the new act, and 
the new adjustment in the salaries of 
assistants and auditors range from $1680 
to $3600, while those of accountants and 
executive accountants range from $3300 
to $7500. 

The following reprint of the class 
specifications for positions in the depart- 
mental service sets forth in detail the 
duties and tasks, the qualifications, and 
the salary range for each grade. 


Accounting and Auditing Assistant 


Duties and typical tasks: Under 
immediate or general supervision, to 
perform responsible work in the field of 
accounting or auditing, such as deter- 
mining, in accordance with the revenue 
laws and regulations, the tax liability 
of individuals, fiduciaries, and partner- 
ships as disclosed by income-tax returns, 
involving a knowledge of well-established 
rules and presenting questions of minor 
difficulty. 

Minimum qualifications: High- 
school education or equivalent practical 
training; three years’ experience in the 
performance of clerical duties, a major 
portion in the field of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
acquaintance with the principles and 
methods of double-entry bookkeeping; 
investigative ability. 

Salary range $1,680—$2,040 
Senior Accounting and 

Auditing Assistant 


Duties and typical tasks: Under 
general supervision, to perform difficult 
and responsible work in the field of 
accounting or auditing. As the fol- 
lowing: 

(1) Assisting in auditing the books of 
account and records of manufacturing 
and commercial concerns or Govern- 
ment establishments, or assisting in 
making investigations and studies of 
accounting methods; 

(2) Determining, in accordance with 
the revenue laws and regulations, the 
tax liability of individuals, fiduciaries, 
and partnerships as disclosed by income- 
tax returns involving problems of moder- 
ate complexity; 

(3) Determining, in accordance with 
revenue laws and regulations, the income 
and profits tax liability of corporations 
as disclosed by income-tax returns in- 
volving well-established rules and pre- 
senting questions of minor difficulty; 

(4) Classifying, in accordance with 
groupings required for the preparation 
of reports under section 19A of the act 
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to regulate commerce, returns filed by 
common carriers, preparing the simpler 
sections of the reports relating to ac- 
counting transactions, or assisting in 
the examination of the accounts of 
carriers for the purpose of verifying the 
accuracy of their reports of changes in 
physical property; 

(5) Assisting in the review of depre- 
ciation reports; or 

(6) Assisting in the compilation of 
accounting data from reports submitted 
by common carriers for use in solving 
accounting problems, or assisting in the 
conduct of special examinations to 
determine the accuracy of the carriers’ 
application of the accounting classifica- 
tion prescribed by the Interstate Com- 
merce Commission. 

Minimum qualifications: High- 
school education or equivalent practical 
training; four years’ experience in the 
performance of clerical duties, a major 
portion in the field of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
acquaintance with the principles and 
methods of double-entry bookkeeping; 
investigative ability. 


Salary range -$1,860—$2,400 


Principal Accounting and 
Auditing Assistant 


Duties and typical tasks: Under 
general supervision, to perform excep- 
tionally difficult and responsible work in 
the field of accounting or auditing; or to 
supervise a group of accountants or 
auditors engaged in routine work. As 
the following: : 

(1) Determining, in accordance with 
the revenue laws and regulations, the 
tax liability of individuals, fiduciaries, 
and partnerships as disclosed by income- 
tax returns involving problems of ex- 
ceptional difficulty; 

(2) Reviewing audit conclusions on 
tax returns of individuals, fiduciaries, 


‘and partnerships which do not involve 


problems of extreme difficulty; 

(3) Determining, in accordance with 
the revenue laws and regulations, the 
income and profits tax liability of 
corporations, as disclosed by income-tax 
returns involving problems of moderate 
complexity; or 

(4) Supervising a group of auditors 
charged with the scrutiny of income-tax 
returns of individuals, fiduciaries, and 
partnerships for the purpose of deter- 
mining whether an intensive audit is 
necessary. 

Minimum qualifications: High- 
school education or equivalent practical 
training; five years’ experience in the per- 
formance of clerical duties, a major 
portion in the field’ of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
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understanding of the principles and 
methods of accounting; investigative 
and administrative ability. 

Salary range $2,100—$2,700 


Assistant Accountant and Auditor 


Duties and typical tasks: Under 
general supervision, to perform respon: 
sible office work along specialized and 
technical lines in the field of accounting 
and auditing; or to supervise a large 
group of accountants or auditors engaged 
in difficult and specialized work. As 
the following: 

(1) Assisting, on major assignments, 
in auditing the books of account and 
records of manufacturing and commer- 
cial concerns or Government establish- 
ments, assisting in making investigations 
and studies of accounting methods or 
assisting in developing improved ac- 
counting systems; on minor assign- 
ments, performing such work individu- 
ally; 

(2) Reviewing audit conclusions on 
income-tax returns of individuals, fidu- 
Ciaries, and partnerships which involve 
problems of extreme difficulty and which 
have as a rule been the subject of con- 
ference with the taxpayer or have been 
appealed for reconsideration; 

(3) Determining, in accordance with 
the revenue laws and regulations, the 
income and profits tax liability of cor- 
porations as disclosed by income-tax 
returns involving problems of excep- 
tional difficulty; 

(4) Reviewing audit conclusions on 
income-tax returns of corporations; 

(5) Determining, in accordance with 
the revenue laws and regulations, the 
income and profits tax liability of con- 
solidated corporations as disclosed by 
income-tax returns involving problems 
of moderate complexity; 

(6) Determining the application of 
the relief provisions of revenue laws and 
regulations and the equitable tax liability 
of corporations involving problems of 
moderate complexity; 

(7) Supervising a group of auditors 
charged with the audit of the income- 
tax returns of individuals, fiduciaries, 
and partnerships for the purpose of 
determining the tax liability; 

(8) Analyzing schedules prepared from 
the accounts and records of minor or so- 
called ‘“‘short-line’? common carriers and 
preparing reports on the corporate his- 
tory, construction, and growth of the 
property, history of financing, earnings, 
investments, etc., under section 19A of 
the act to regulate commerce; 

(9) Assisting in the preparation of 
final accounting reports on major steam 
railroads, and assisting in the examina- 
tion of the accounts of common carriers 
for the purpose of verifying the accuracy 
of carriers’ reports of changes in physical 
property under section 19A of the act 
to regulate commerce; or 

(10) Analyzing returns filed by com- 
mon carriers under sections 204 and 209 
of the act to regulate commerce, and 
determining accounting adjustments re- 
quired under these sections preliminary 
to certifying amounts to the Secretary 
of the Treasury for payment. 

Minimum qualifications: High- 
school education or equivalent practical 


Page 190 


training; three years’ experience in the 
performance of responsible and im- 
portant duties in the field of accounting 
and auditing or similar experience of 
equal value; a thorough general knowl- 
edge of office procedure and practice; 
a thorough understanding of the princi- 
ples and methdds of accounting; investi- 
gative and administrative ability. 
Salary range $2,400—$3,000 


Associate Accountant and 
Auditor 


Duties and typical tasks: Under 
general supervision, to perform difficult 
and responsible office work along special- 
ized and technical lines in the field of ac- 
counting and auditing; or to supervise a 
large group of accountants or auditors 
engaged in work involving specialized 
training. As the following: 

(1) Having responsibility for the 
conduct of conferences with taxpayers 
or their representatives in individual, 
fiduciary, or partnership income-tax 
cases involving problems of unusual 
complexity; 

(2) Supervising a small group of 
auditors charged with the determination 
of the income and profits tax liability of 
corporations or the review of audit con- 
clusions reached in these cases; or 

(3) Supervising a group of account- 
ants engaged in analyzing returns filed 
by common carriers under sections 204 
and 209 of the act to regulate commerce, 
and in determining accounting adjust- 
ments required under these sections 
preliminary to certifying amounts to the 
Secretary of the Treasury for payment. 

Minimum qualifications: High- 
school education or equivalent practical 
training; four years’ experience in the 
performance of responsible and important 
duties in the field of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
understanding of the principles and 
methods of accounting; investigative 
and administrative ability. 

Salary range $2,700—$3,300 


Accountant and Auditor 


Duties and typical tasks: Under 
general supervision, to perform excep- 
tionally. difficult and responsible office 
work along specialized and_ technical 
lines in the field of accounting and 
auditing; or to supervise a large group 
of accountants or auditors engaged in 
work involving specialized training. 
As the following: 

(1) Auditing, individually or with a 
small number of trained assistants, the 
books of account and records of manu- 
facturing and commercial concerns or 
Government establishments; making in- 
vestigations and studies of accounting 
methods; or devising and installing ac- 
counting systems; 

(2) Supervising a section composed 
of groups of auditors charged with the 
audit of income-tax returns of indivi- 
duals, fiduciaries, and partnerships; 

(3) Having responsibility for the con- 
duct of conferences with taxpayers or 
their representatives in corporation 
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income and profits tax cases involving 
problems of unusual complexity; 

(4) Determining, in accordance with 
the revenue laws and regulations, the 
income and profits tax liability of con- 
solidated corporations as disclosed by 
income-tax returns involving problems 
of unusual complexity; 

(5) Assisting in the examination of 
the accounts and records of consolidated 
corporations for the purpose of obtain- 
ing additional data for use in deter- 
mining the income and profits tax lia- 
bility; 

(6) Determining the application of 
the relief provisions of revenue laws and 
regulations and the equitable tax lia- 
bility of corporations where problems of 
unusual complexity are involved; 

(7) Examining income and profits tax 
returns which appear to be based on 
fraudulent representations for the pur- 
pose of determining the tax liability, 
including assessable penalties, and re- 
commending criminal action against the 
taxpayers; 

(8) Analyzing schedules prepared 
from the accounts and records of major 
steam railroads, and preparing reports 
on the corporate history, construction, 
and growth of the property, history of 
financing, earnings, investments, etc., 
under section 19A of the act to regulate 
commerce; or 

(9) Reviewing the conclusions reached 
in the examination of returns filed by 
carriers under sections 204 and 209 of 
the act to regulate commerce to de- 
termine whether proper adjustments 
have been recommended and to calcu- 
late allowable deductions on account of 
disproportionate or unreasonable charges; 
conferring with carriers in respect to un- 
audited items for the purpose of reach- 
ing an agreement on the allowances to 
be made therefor. 

Minimum qualifications: High- 
school education or equivalent practical 
training; five years’ experience in the per- 
formance of responsible and important 
duties in the field of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
understanding of the principles and 
methods of accounting; investigative and 
administrative ability. 


Salary range $3,000—$3,600 


Senior Accountant and 
Auditor 


Duties and typical tasks: Under 
general supervision, to perform the 
most difficult and responsible office work 
along specialized and technical lines in 
the field of accounting and auditing; or 
to supervise a large group of accountants 
or auditors engaged in work involving 
considerable technical training and ex- 
perience. As the following: 

(1) Supervising a section composed 
of groups of auditors charged with the 
review of audit conclusions reached in 
the examination of income-tax returns 
of individuals, fiduciaries, and partner- 
ships; 

(2) Supervising a small group of 
auditors charged with the determina- 
tion of consolidated corporation income 
and profits tax liability or the equitable 
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tax liability under the relief provisions 
of internal revenue laws and regulations, 
or determination of the assessable tax, 
and penalties, and the criminal action to 
be taken in cases in which fraudulent 
returns have been filed; or 

(3) Reviewing audit conclusions in 
consolidated corporation income and 
profits tax cases which do not involve 
extremely complex problems. 

Minimum qualifications: General 
collegiate education or equivalent prac- 
tical training; extended experience in the 
performance of responsible important 
duties in the field of accounting and 
auditing or similar experience of equal 
value; a thorough general knowledge of 
office procedure and practice; a thorough 
understanding of the principles and 
methods of accounting; investigative and 
administrative ability. 

Salary range $3,300—$3,900 
Assistant Chief Accountant and 

Auditor 


Duties and typical tasks: To per- 
form the most difficult and responsible 
office work along specialized and techni- 
cal lines in the field of accounting and 
auditing; or to supervise a large and 
important group of accountants or 
auditors engaged in work involving ex- 
tended training and considerable ex- 
perience. As the following: 

(1) Conducting extensive and compli- 
cated audits of the books of account and 
records of manufacturing and com- 
mercial concerns or Government estab- 
lishments; making investigations of 
involved problems of administration and 
organization, particularly in respect to 
accounting methods and procedure; pre- 
paring reports on audits and investiga- 
tions with recommendations and sup- 
porting data; devising and installing 
accounting systems of a complex nature; 

(2) Supervising a section composed 
of groups of auditors charged with the 
audit or review of non-consolidated or 
consolidated corporation income and 
profits tax returns; 

(3) Having responsibility for the 
examination of the accounts and records 
of consolidated corporations for the 
purpose of obtaining additional data for 
use in determining the income and profits 
tax liability and directing the work of 
assistants; 

(4) Reviewing audit conclusions in 
consolidated corporation income and 
profits tax cases involving extremely 
complex problems; 

(5S) Directing and having responsi- 
bility for the work of a group of ac- 
countants engaged in the preparation of 
reports on the corporate history, con- 
struction and growth of the property, 
history of financing, earnings, invest- 
ments, etc., of the property of major 
steam railroads, under section 19A of 
the act to regulate commerce; or 

(6) Originating changes in the ac- 
counting systems prescribed for common 
carriers by the Interstate Commerce 
Commission with a view to their im- 
provement and development, or pre- 
paring rulings conforming to the theory 
of the accounting systems on important 
and unusual problems. 
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Minimum qualifications: General 
collegiate education or equivalent prac- 
tical training; extended experience in the 
most difficult and responsible accounting 
and auditing work, including experience 
in administration; a thorough general 
knowledge of office procedure and prac- 
tice; high administrative ability. _ 

Salary range $3 ,800—$5,000 


Chief Accountant and 
Auditor 


Duties and typical tasks: To direct 
a staff of accountants and auditors en- 
gaged in conducting audits, in making 
investigations of accounting methods and 
procedure, or in designing and installing 
accounting systems. As the following: 

(1) Supervising a major division of 
the Income Tax Unit engaged in the 
determination of tax liability under the 
various revenue laws and regulations; 

(2) Having general direction of the 
field work, involving examination of the 
accounts and records of common car- 
riers, including the correction and ad- 
justment of deviations from the ac- 
counting rulings of the Interstate 
Commerce Commission; 

(3) Having general direction of the 
formulation and revision of regulations 
prescribing systems of accounts to be 
followed by common carriers; 

(4) Having general direction of the 
analysis of reports of the field audit of 
common-carriers’ accounts to determine 
amounts due common carriers under 
sections 204 and 209 of the act to regu- 
late commerce, or to determine whether 
the action recommended conforms to the 
accounting regulations and classification 
prescribed by the Interstate Commerce 
Commission; or 

(5) Having general direction of re- 
search work relating to the development 
of basic data for classifying depreciable 
property of common carriers and for 
determining and applying depreciation 
rates. 

Minimum qualifications: General 
collegiate education or equivalent prac- 
tical training; extended experience in the 
most difficult and responsible accounting 
and auditing work, including experience 
in administration; a thorough general 
knowledge of office procedure and prac- 
tice; proved executive ability of a high 
order. 


Salary range $5,200—$6,000 


Executive Accountant and 
Auditor 


Duties and typical tasks: To direct 
and supervise a large staff of accountants 
and auditors engaged in conducting 
general audits, in making general in- 
vestigations of accounting methods and 
procedure or in designing systems of 
accounts for corporations subject to 
regulation by the United States; or to 
act as technical consultant to a depart- 
ment head or a commission or board in 
connection with technical accounting 
and auditing problems. 

Minimum qualifications: Extended 
experience in the most difficult and 
responsible accounting and auditing 
work; proven executive ability of a 
high order. 


Salary range $6,000—$7,500 
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the amount of gold in each of the dif- 
ferent currencies by 23.22, the amount 
of gold in the dollar, gives the par of 
exchange between the dollar and each of 
foreign currencies: that is, 


113.001 + 23.22 = 4.8665; 
4.4803 + 23.22 = .193; 
9.3344 + 23.22 =  .402; 

S20S1L- 0S \25e22 ew 2002; 
Under theoretically normal condi- 


tions, therefore, the pound sterling is the 
equivalent of $4.8665; the French, Bel- 
gian, and Swiss franc is the equivalent 
of 19.3 cents; the lire is the equivalent 
of 19.3 cents; the guilder is the equiva- 
lent of 40.2 cents; the German (gold) 
mark is the equivalent of 23.82 cents. 


Present Depreciation of 
Foreign Currencies 


At present all foreign exchanges are 
more or less below par of exchange when 
compared to the American dollar. The 
major reason for this is that other 
countries, bare of raw materials and 
finished goods and in the throes of re- 
construction after long years of destruc- 
tive warfare, have been compelled to 
look to this country for enormous 
quantities of goods of all kinds, which 
they have been able only partially to 
offset by exports to this country. Asa 
consequence, Americans have large 
credit balances in other countries. 
These balances can not be converted 
into gold because the stocks of gold in 
these countries have been depleted. In 
addition, they can not be converted 
into the normal amount of American 
dollars or sold except at a very low 
figure because of the absence of buyers 
of these balances. In addition, there is 
considerable demand in foreign coun- 
tries for American dollars or American 
commercial paper payable in dollars 
(known as dollar credits). Conse- 
quently, dollars have risen in terms of 
the other currencies, and the other cur- 
rencies have fallen in terms of dollars. 


Current Fluctuations in Exchange 


Current fluctuations in exchange are 
caused in the main by variations in the 
supply of and the demand for credits 
payable in foreign countries. If bankers 
who are in possession of credits in foreign 
countries have a greater demand from 
prospective purchasers of these credits 
than they can fill, the price in dollars of 
these credits rises to some figure which 
will tend to hinder prospective buying 
of such credits, or which will attract 
additional credits of this kind into the 
market. 

On the other hand, if bankers have a 
larger supply of credits of a country 
than they have a demand for, the price 
in dollars of ‘those credits will fall to 
some figure which will be attractive 
enough to bring out additional demands 
on the part of prospective buyers for 


such credits, or which will cause credits 
that are offered to be withdrawn from 
the market. 


Use of Sterling as an Intermediary 


Owing to the large and long-con- 
tinued direct trade of the British Isles 
with outlying countries, and owing to 
the extensive banking business con- 
ducted by British-controlled capital in 
those countries, London before the 
Great War was the financial center of 
the world. Because of this fact, drafts 
drawn on London were universally 
acceptable in settlement of debts. 
Previous to 1914, drafts payable in 
London in sterling were resorted to by 
practically all of the countries of 
Europe, South America, Australia, South 
Africa, the Orient, and Straits settle- 
ments. 

The practice of paying for imports by 
means of sterling drafts drawn on 
London is still extensively followed by 
all trading countries. For example, 
when a Brazilian firm sells coffee to a 
Chilean firm, the goods are paid for by 
means of a draft on London. South 
American firms frequently remit sterling 
drafts to creditors in the United States, 
or send sterling letters of credit; and 
when Americans export to them, settle- 
ment is made by means of drafts drawn 
on London in terms of sterling. 


Supply and Demand of 
London Exchange 


We have seen that the law of supply 
and demand influences the rate of ex- 
change. Since London is the most im- 
portant foreign-exchange center, it will 
be of interest to note the most important 
of the factors of supply and demand for 
London exchange which cause constant 
changes in rates. 

The reason for supply are: (1) balances 
created by reason of short-time loans 
made in New York by London; (2) 
balances created by sale of American 
securities in the London market; (3) 
balances due Americans for services, such 
as shipping, insurance, and the like. 

The reasons for demand are; (1) 
necessity for liquidation of balances 
created by reason of merchandise im- 
ported from abroad into the United 
States; (2) necessity for liquidation of 
short-time loans made by London in 
the United States; (3) desire to transfer 
balances in the United States arising 
by reason of sale of European securities 
in the United States; (4) desire to 
liquidate liabilities to British firms for 
services, such as banking, insurance, and 
the like; (5) necessity for remitting 
interest on American securities held in 
Europe; (6) desire on part of immigrants 
to remit moneys to Europe. 

Foreign exchange business, however, 
is not limited to dealings with London. 
Transactions are carried on with Paris, 
Rome, Amsterdam, Berlin, and other 
markets, all of which, in turn, have 
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financial relations with London and 
with each other: The markets are so 
closely interrelated that nothing can 
occur in any one exchange center with- 
out making its influence felt at other 
centers with which the market has 
dealings. It should therefore be borne 
in mind that the law of supply and 
demand is applicable to all foreign 
exchange markets. 


Gold Points 


The gold points are those rates at 
which it becomes profitable for bankers 
to import or export gold (coin or bullion) 
instead of to sell drafts against their 
balances abroad or to buy exchange in 
the market. 

In normal times, the maximum rate 
of sterling exchange is about $4.8665 + 
$.02 or $4.88-++; the minimum is $4.8665 
minus $.02 or $4.84-+. The two cent 
limits which determine the upper or 
the lower level, are known as the gold 
points, and represent the cost of shipping 
a pound sterling from New York to 
London.. The cost of shipping varies 
according to the rates of interest, in- 
surance, and freight. If the price in 
the United States of a draft on London 
were more than $4.88, it would pay to 
ship the actual gold bullion or coin 
rather than buy the draft. On the other 
hand, if the price of exchange fell below 
$4.84, the holder of London exchange 
would prefer to import the gold, which 
would be worth at least $4.84-+-, rather 
than sell the draft at a rate lower than 
$4.84. Between these two gold points, 
in normal times, exchange is constantly 
fluctuating and although, temporarily, 
the rates may be higher or lower, the 
tendencies are strongly toward these 
limits. 

In the past there have been free gold 
markets only at London and New York. 
France welcomes imports of gold, but 
hinders exports of it by certain restric- 
tions. This condition was also true of 
the old German government. If the 
free movement of gold between foreign 
cities and New York is restricted, as 
was the case during the war, the gold 
points cease to exist, and there is no 
limit to which the rate of exchange can 
be forced by reason of supply or demand. 


Arbitrage 


The conversion of dollars into sterling 
or francs through the purchase here of 
foreign exchange is the direct form of 
remittance. However, it may be more 
profitable to resort to a procedure known 
as arbitrage. For example, the exchange 
between London and New York may be 
high, the exchange between New York 
and Paris may be low, and the exchange 
between Paris and London may be 
lower than the New York rate on 
London. It may then be more profitable 
for a New York debtor to remit to a 
London creditor by the following means: 
(1) to buy Paris exchange; (2) to for- 
ward this exchange to a Paris corres- 
pondent; (3) to instruct the Paris corres- 
pondent to buy sterling with the 
exchange; (4) to instruct the Paris cor- 
respondent to remit to the London 
creditor with this sterling draft. 


(To be concluded in the next issue) 
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All-Day Conference 
New York State 
Society of C.P.A.’S. 


HE second annual all-day con- 

ference of the New York State 

Society of Certified Public Ac- 
countants was held at the Waldorf- 
Astoria Hotel, New York City, on Wed- 
nesday, October 15. The conference 
was highly successful. Excellent ad- 
dresses on subjects pertaining to account- 
ancy characterized the entire program. 
Mr. Homer S. Pace, president of the 
Society, presided. 

A most interesting address was given 
by Walter E. Sachs, of the banking 
house of Goldman, Sachs & Company. 
Mr. Sachs, from the viewpoint of the 
banker, spoke on, “*The Importance of 
the Verification of Inventories in Con- 
nection with Frauds.’’ Mr. Sachs de- 
clared that no item on the balance 
sheet was more likely to lend itself 'to 
misrepresentation than the item of 
inventory. With respect to the diffi- 
culty in handling of the inventory item, 
Mr. Sachs said: 

“This difficulty régarding the inven- 
tory item has been recognized by bankers 
and accountants for years past. Never- 
theless, little progress, it appears to me 
has been made in # standardization of 
certificates as they refer specifically to 
inventory. I think ic would be quite 
possible to select at random fifty 
balance sheets bearing the certificates 
of different accounting firms, and find 
fifty totally divergent methods of 
phraseology in regard to inventory 
items.”’ 

Mr. Sachs emphasized the necessity 
for alertness on the part of the account- 
ant to detect the recording of fake 
sales. He called to the attention of his 
audience the procedure sometimes used 


-when such sales are shown in the ac- 


counting records, just previous to the 
taking of an inventory and the render- 
ing of a statement, then a _ reverse 
process being used by showing an item 
of “returns” after the’ statement date. 


‘to income and profits taxes, 
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Mr. Sachs suggested that accountants 
include in their staff personnel, men who 
have a knowledge of and can judge dif- 
ferent lines of merchandise. 

Hon. Charles S. Hamel, chairman of 
the United States Board of Tax Appeals, 
gave an interesting description of the 
functions of the board and expressed 
confidence in the activities of the board 
in building an organization, altho it had 
been in existence but several months. 
‘‘The Board of Tax Appeals is in effect,”’ 
said Mr. Hamel, “‘a judicial tribunal of 
limited jurisdiction. It has power to 
review determinations of the Commis- 
sioner of Internal Revenue with respect 
estate 
taxes, and the new gift tax. There are 
some interesting questions capable of 
argument on either side as to the extent 
of jurisdiction of the Board over taxes 
assessed under past revenue acts. With 
respect to these, of course, it would not 
do to express any opinion. It has al- 
ready been necessary to decide, however, 
in a litigated case, that the Board has 
no jurisdiction over claims for refund.”’ 

Another interesting address was that 
of James J. Wilson, assistant district 
attorney of New York County. Mr. 
Wilson spoke on, ‘‘Legal Means of 
Reducing Commercial Crimes.’”’ He 
said that bankruptcy cases should be 
taken out of the hands of lawyers and 
placed under the direction of a body 
which would have Governmental super- 
vision. Mr. Wilson declared that, if 
such a course were adopted, there would 
be less cost to creditors in the adminis- 
tration of bankrupts’ cases and an in- 
tensive study of bankrupt cases would 
be made. 

Col. Robert H. Montgomery and 
Homer A. Dunn spoke on _ society 
matters—Col. Montgomery speaking 
on legislation and Mr. Dunn on club 
facilities. 

A most interesting part of the program 
was the collation luncheon at the 
Waldorf during the noon intermission 
period. During this part of the program 
and throughout the entire conference 
informal goodfellowship was in ev- 
idence. 


‘Study Accountancyat Pace 


—auditors, controllers, and profession- 


al accountants everywhere give this advice to 


young men and women who seek business or accountancy train- 
ing and advancement — who demand the opportunity to develop and to earn. 


Is this advice of interest, of vocational value to you? 
in the distinctive texts, the original teaching methods, the vocational coopera- 


tion of the Institute? 
graduates? 


Are you interested 


Do you wish to share in the prestige enjoyed by its 
If your answer is, ‘‘yes,”’ 


enrol now in Accountancy and Busi- 


ness Administration—in a resident school class or in the extension division. 


(correspondence study). 


Write to the Institute for the booklet ‘“‘Your Market Value’’ and the Institute 
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